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INTRODUCTION 
India is a country proverbial for its poverty. Among 
the civilised nations of the world she has the lowest stand-
ard of living, one square meal a day being a luxury in many 
parts of this vast area. The causes of poverty are manifold; 
they are not only economic but also political1 social and re-
ligious. While in the United States 1 Great Britain and con-
tinental Europe much of the poverty is unwarranted, in India 
it is inevitable. In Western countries people are labouring 
under conditions of poverty not because of lack of production, 
but because of a false conception of the laws of distribution 
and production. So long as self-interest1 profiteering, and 
an unscientific view of competition remain the central pil-
lars of capitalistic society, poverty 1 unemployment and des-
titution will remain as companions of life. The scientific 
discoveries and improvements of technology may relieve drudg-
ery and help to elevate the standard of living of the people 
as a whole, but unless the foundations of the present eco-
nomic structure are completely shaken and the superstructure 
is entirely demolished science cannot do away with poverty 
and suffering. 
In India1 poverty is not 1 as in the Western world, the 
result of maldistribution of wealth; it is the result of low 
production. The inequality of wealth which exists in India 
today is not the result of present production and distri-
bution, but of past accumulation. A comparative study of the 
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per capita income of the people in the United Kingdom and 
India will at once clarify this proposition. 
The average per capita income in India is 
estimated at Rs. 67.5 per annum. The United 
Kingdom per capita income is put at~ 76 (as 
compared with India's il 5 only), and the aver-
age per capita taxation is Rs. 5.7 in India as 
against Rs. 260 in the United Kingdom. 
From the above figures it is quite clear that low pro-
duction rather than unequal distribution is the real cause 
of poverty. 
For this low productivity and consequent poverty of 
the people of India, it is the British Government that is 
very often held responsible. There are bigoted and extreme 
nationalists who are always ready to point out to people how 
well off India was in the ancient and medieval days and how 
poor she is now. Since this aspect of the question will be 
des.l t with at length in one of the later chapters of this 
dissertation it is not necessary here to comment upon it. 
Suffice it to say that though the British Government is pri-
marily responsible for the one-sided development of the eco-
nomic life of the Indian people, the whole responsibility for 
the poverty of India cannot be laid to Britain's account. 
Britain, no doubt, has been selfish in her dealings with India, 
and her policy has been one of exploitation rather then de-
velopment. But the question still remains, were India free 
1. Radhakamal Mukerjee, Editor, Economic Problems of Modern 
India, (London: Macmillan & Co. Ltd., 1939), Vol. I, p. xi1. 
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and had she self-government, would her economic condition be 
different? Those who have intimate knowledge of India would 
have to answer this question in the negative. We have often 
heard the saying that you can take a horse to water but can-
not make him drink. The same holds true of government and 
the people. A good government may enter into trade negoti-
ations with other countries, raise tariff walls to give pro-
tection to home industry, encourage by proper fiscal policy 
the development of commerce, and in general give the requi-
site direction and impetus to industry, in some cases even 
preparing the necessary ground; but the initiative must, 
nevertheless, come from the people. I shall therefore point 
out in the chapter on "Economic History" what in the past the 
government has done for the economic improvement of the coun-
try and what it could do and should do for the people. 
Certain economists have endeavoured to solve the prob-
lem of Indian poverty by trying to reconstruct the economic 
life of the villages. India is chiefly rural: ninety per 
cent of her population lives in the villages; their chief and 
only mainstay is agriculture. It follows, logically, that 
if the poverty of the Indian people is to be remedied, agri-
cultural industry must be improved. A goodly amount of time, 
energy and money is expended for the improvement of Indian 
agriculture, both by the government and by private agencies. 
Here and there the Co-operative Movement, the Rural Recon-
struction Camps, the Land Mortgage Banks, and the Agricultural 
Demonstrations on the practice and use of scientific agri-
culture and improved tools and machinery have been success-
ful. But, on the whole, these agencies have brought little 
or no relief to the rural population. The reason for this 
is not very far to seek. In the first place, improvement 
in agriculture is a Herculean t ask; second, without the di-
versification of industry, improvement in agriculture is 
impossible. Of late years the pressure of population on the 
soil has increased considerably: there are areas in India 
where the density per square mile of those who depend chiefly 
on agriculture is as high as 675. c. F. Andrews in this con-
nection writes: 
By far the most serious problem affecting 
India as a whole, at the present time, is that 
of excessively rapid increase of population. 
The overcrowding on the land is becoming worse 
every year and yet, strangely enough, while much 
has been talked about it there has been very 
little scientific investigation. Yet this prob-
lem underlies nearly every question that is 
raised with regard both to poverty and unemploy-
ment.l 
Accordingly, our first undertaking should be to reduce 
this pressure on agriculture. Subsequently we may spend our 
energies in bringing about the consolidation of holdings, i n 
constructing irrigational works, in afford~ng better market-
ing facilities, in introducing scientific agriculture, and in 
reducing the colossal debt of agriculture. In sum, agricultural 
1. c. F. Andrew, "India's Greatest Problem- Overcrowding 
on the Land", Contemporary Review, Feb. 1939, No. 878, 
p. 179. 
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improvement of itself is not a panacea for the economic evils 
of India. 
Again, there are those Indian economists who, realizing 
the extent of unemployment in the country and yet condemning 
the industrial evils of the West, believe the solution of 
poverty in India lies in the reviving of the cottage indus-
tries. Many arguments are advanced in favour of developing 
these cottage industrie·s. It is said that they give employ-
ment to a large number of people; that they serve as by-occu-
pations; that the amount of capital required for starting them 
is small; that the evils of factory life are avoided, and that 
they give work to women in purdah. All these may formerly 
have been sound and cogent arguments, but they no longer suf-
fice. By reverting to cottage industries we go back to prim-
itive life. Progress, however, lies in the satisfaction of 
many wants, with a minimum of drudgery. The machine is an 
instrumentality of man; he need not necessarily be a slave to 
it, provided he arrange his economic system soundly. I do 
not contend, however, that cottage and artisan industries 
have no place in the economic life of the people; in certain 
strata of life they are indispensable. This subject will be 
developed in greater detail by the wri t .er in the chapter on 
"Cottage Industries". 
India, so far as her industrial development is con-
cerned, is still an infsnt as compared with other countries. 
We have just made a beginning and therefore have by no means 
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perfected our system. Then, too, there are people in the 
country who consider industrialisation a poison. They point 
out the evils attendant on industrialisation. They say that 
it deprives man of the higher virtues and makes him more and 
more materialistic. What is more, industrialism leads to the 
exploitation of the poor and to imperialism. These critics 
would be content with the use of machinery on a very limited 
scale. Any advocate of large-scale production has to en-
counter a great amount of opposition from those who argue 
thus. He has to prove in the first place that it is possible 
to start large-scale production without its attendant evils; 
then he must make a strong case for the solution of the unem-
ployment problem; and finally, he has to show that the neces-
sary capital and industrial enterprise are present in the 
country. 
Copious works have been written on Indian industries 
and their problems, but unfortunately very few of them have 
shown how the problem of poverty could be dealt with by or-
ganizing and reconstructing these industries. In any plan for 
the economic reconstruction of the country, mechanised and 
large-scale production should have an important place. In 
the chapter on "Methods and Policies" will be shown the fu-
tility of the arguments of those who are wholly for village 
industries and cottage production. India is like a Chinese 
beggar sitting on a pot of gold and asking for alms. She is 
rich in mineral and other natural resources, and there is 
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plenty of man power. Given proper initiative and training, 
this man power can remove even Himalayan mountains. Indi,a, 
though shy of capital, does not lack pecuniary resources. It 
has often been said that the cultivator's wife delights in 
converting her savings into jewelry and trinkets rather than 
investing them in the farming industry. Yet why has no one 
ever realised that in so doing, she is not prodigal but 
merely prudent? Who indeed would invest anything in a con-
cern if there was uncertitude about a return on capital -
even lack of assurance of stability? Who would not lock up 
savings when there are no proper banking facilities? Who 
would not convert small savings into silver or gold when one 
realises that it is the only method of safe investment for 
a rainy day? Capital is shy in India owing to lack of con-
fidence and because proper banking facilities are non- ex-
istent. A scheme for economic reconstruction must take this 
factor into consideration. 
Trade and commerce, means of communication and trans-
portation, facilities for various kinds of financial insti-
tutions - like banks, investment houses, credit houses and 
other means of distribution, have to fit into the plan of 
economic reconstruction. The sea-borne trade of India in the 
year 1937-38 amounted to imports 173.78 crores, exports 180.92 
crores of rupees,l whereas the Indian share in it was only ten 
1. The Indian Year Book, 1939-40 (Bombay: Times of India 
Press), pp. 830, 836 (excluding government stores). 
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per cent. India does not have her own merchant marine, not-
withstanding her sea-borne trade is so great. If we want 
to decrease unemployment and raise the standard of living, 
it is very essential that the .Indians should have an increas-
ing share in the trade and commerce of the country. 
In this dissertation an effort is made to show that 
all economic reconstruction plans so far put forth have been 
one-sided; they have considered exclusively either agricu~t­
ure, or manufacture, or the problem of cottage industries, 
or trade and commerce, or the pr oblem of means of communi-
ca tion and transport at ion, or any other one a spect of e co-
nomic l ife. But for the soluti on of poverty and in order to 
further economic reconstruction as a whole we need a co-ordi-
nated approach. Our problem is the problem o·r poverty and 
poor economic conditions, which should be approached from 
many points of view. It is like an old car that needs com-
plete overhauling; we cannot set it running efficiently by 
attending to only a certain part. If overhauling is not_ a 
complete cure, it may be necesse~ to set up an entirely new 
organisation. 
Keeping this as my objective, I have in the first 
place made a brief survey of the present economic condition. 
It is impossible in a treatise of this nature .to bring out 
all the details of the present economic system. Only the 
salient features can be mentioned. 
The seventh chapter is on 11 Natural Environment". There 
are many economists who are of the opinion that the reason 
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for India's economic backwardness lies in climatic and natural 
conditions. The economic effects of such conditions are shown 
by comparative figures. A description of the sources of r aw 
material and power is also given to show that India can be 
economically independent. 
The economic life of a people is moreover closely en-
twined with its social and religious traditions. Any eco-
nomic reconstruction plan that is not patterned on the back-
ground of social and religious institutions is apt to be a 
failure. Consequently there is given an evaluation of social 
and religious traditions and institutions, such as the caste 
system, the family, village organisation, and the communal 
problem. It is shown how the economic life of the people can 
both mold and be molded by these institutions. 
Allied to the above problem is the matter of economic 
nationalism. Are we going to organise our economic system 
on a capitalistic and profiteering basis; on socialism and 
planned economy; on communism and the proletariat government; 
on fascism with syndical organisation, or on Gandhism and 
domestic economy? The pros and cons of each of the above 
divisions are discussed at length. 
Adopt whatever economic system you may, an objective 
is set up - a high standard of living, and the blending of 
communal differences. Today in India there is not a single 
objective unifying force. Communal differences of the kind 
we see in India are not peculiar to that country. In the 
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United States there are not only people of different faiths 
but of different nationalities; yet they have been molded into 
one nation, the unifying force being economic. Under a system 
of large-scale production, communal and religious differences 
have been obliterated. The same can happen in India. Still, 
while we wish to eliminate communal differences, we should 
strive to preserve our social and religious institutions; al-
though we desire . to adopt large-scale production, we wish to 
guard against class conflict; we also want to preserve the 
economic independence of the individual. How these different 
objectives can be attained forms the subject matter of the 
chapter on "Objectives of the Plan 1 and the one entitled 
1The Plan". 
In any treatise on the economic reconstruction of India, 
considerable importance must be attached to agriculture. For 
however enthusiastic and active one may be about the indus-
trialisation of the country, for some time to come agriculture 
will continue to occupy a preeminent place. Then again, our 
objective is a balanced economic life, where both agriculture 
and industry would go hand in hand. For this reason, specific 
problems in agriculture, like scattered holdings, the land 
tenure system, irrigation, soil erosion, animal husbandry, 
agricultural tools and implements, agricultural capital, and 
agricultural marketing are discussed in detail and remedial 
measures suggested. 
The subject of the industrial development of India is 
equally important. It is not enough to show that there is 
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plenty of raw material and man power in the country; at the 
same time the adequacy of financial institutions, transpor-
tation, markets artd marketing facilities, and of skilled 
labour - in a word, the presence of the industrial environ-
ment - has to be shown. Special chapters consider these 
subjects. 
( 
Before discussing the various problems connected with 
economic reconstruction, a word or two should be said about 
the relation between spiritual and economic values. No doubt, 
this is more a philosophical question than a pragmatic one; 
but any economic reconstruction plan must none the less take 
into consideration this aspect of the question. Is our ob-
jective wealth, or is it weal? Do we wish to attain economic 
values, pure and simple, or are we striving for spiritual 
values? 
No one would deny that spiritual values are the essence 
of life. Progress has always been measured in terms of truth, 
beauty, and goodness, and not in terms of industrial or eco-
nomic development. In order to be complete, progress must be 
many-sided; and the kind of progress that the world is making 
today is progress in a particular direction and not an all-
round progress. We call this progress very often material 
progress, as opposed to spiritual or human progress. The West 
stands as a symbol of material progress. The East, and espe-
cially India, has .emphasised spiritual progress. 
Unfortunately for India, the emphasis on spiritual 
progress has been too great. All the religious and social 
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traditions of the country have emphasised the spiritualistic 
aspect of life. To be fed and well clad is considered a sin1 
for it separates you from God. Whereas illiteracy only pro-
tracts ignorance, these Indian traditions have, above and be-
.yond ignorance, produced mental and physical numbness and 
inertia. In India there is no incentive to improve one's 
economic condition, for the reason that striving after mate~ 
rial things is deemed a sin against Goq. Poverty is not de-
spised, but extolled. The result of these beliefs is that 
more than half the population is in poverty and destitution. 
Is the pursuit of the material comforts of life not 
necessarily an evil' Does it not deprive human beings of 
true happiness' To put it concretely, who is the happier, 
the housewife in America or the peasant's wife in India? To 
an Indian it seems that the American housewife is more anxious 
and feverish with her myriad household cares - dishes to wash, 
silver to polish, rugs to sweep, furniture to dust, telephone 
calls to answer, visits to make, parties to arrange, together 
with preoccupations in regard to dress - what to wear on one 
occasion, what to put on for another, whether her clothes are 
in fashion or not - and that she is less happy than a peasant's 
wife in India who leads a simple and unsophisticated life. 
But that does not answer the question in its entirety. 
Seeking after the comforts of life may, . after all, constitute 
only a means to an end. If material comfort is made subser-
vient to the higher goals of life, i.e., following after truth, 
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beauty, and goodness, it can then do no harm. "Plain living 
and high thinking" is axiomatic. But neither let us interpret 
"plain living" as living in poverty and destitution. While 
we do not want to make India a. land of mammon worship, we want 
to make it a place where everyone will be provided with food 
and clothing. In order to live happily, a quantum of material 
comforts is indispensable. In planning to bring about the 
economic reconstruction of India let us keep both these ends 
in view - objective happiness and the material comforts of 
life. 
At this point in my dissertation I apologize to my 
countrymen if I appear to set forth my ideas on the economic 
reconstruction of India other than in the spirit of a humble 
student and investigator. Many of the schemes I propose may 
be theoretical and not in accordance with the views of ac-
knowledged political and economic thinkers. My propositions 
are open to correction and revision. Admittedly, I have yet 
to be schooled in many problems of Indian economics. Even 
though this dissertation does not receive the full approvai 
o~ economic thinkers, if at least it arouses thoughtful dis-
cussion, I shall feel compensated for my labours. 
PART I 
PRESENT ECONOMIC CONDITION 
OF INDIA 
CHAPTER I 
AGRICULTURE 
The object of this chapter is to afford a bird 1 s-eye 
view of present economic problems in India, so that one may 
obtain a right perspective in formulating a plan for eco-
nomic reconstruction. 
The Agricultural In§ustry - Its Importance. By far 
the most important feature of the economic life of the Indian 
people is agricultural industry. According to the last cen-
sus, nearly 72 per cent of the people are directly dependent 
upon agriculture; thus the chief occupation of the people is 
the cultivation of the land. The agricultural industry is 
also an important source of raw materials that are used in 
the various indigenous industries. The foreign trade of 
India consists chiefly of raw materials and food stuffs; 
hence the prosperity of foreign commerce fluctuates with agri-
cultural ~ondi~ions. Not only foreign trade but also much 
of the internal trade is in agricultural goods; therefore the 
railway profits increase or decrease according as agricultu-
ra1 conditions are favourable or unfavourable. From time 
immemorial agricultural revenue has been the mainstay of the 
government, and even today in the province the bulk of the 
revenue is derived from this source. Remission or suspension 
of revenue, provision for famine aid, and the maintenance of 
peace and security become acute problems foJ:' the government 
when agricultural conditions are poor. In fine, agricultural 
industry is the very life-blood of the people. 
Important as agriculture is today in the dom·estic eco-
nomy of India, its problems are great and acute; 
Rainfall. Indian agriculture is dependent chiefly upon 
rainfall. In 1935-36, of the total 232,376,287 acres under 
cultivation, only 31,853,377 acres or 13.7 per cent were 
irrigated by canals.1 Rainfall in India is unequally and un-
evenly distributed, being only three to five inches in upper 
Sind and the northwest portion of the Punjab, and as great as 
fifty to one hundred inches in the submontane tracts of the 
United Provinces. Rainfall is also unequally apportioned 
throughout the seasons, by far the greater portion taking 
place between June and October. From the agricultural point 
of view the most unsatisfactory feature of Indian rainfall is 
its liability to failure or serious deficiency. Hence agri-
culture in India is a gamble in the monsoons. Famine and 
flood problems become very severe according as rainfall is 
abundant or scarce. 
Soil Erosion. Pressure of population on the soil has 
led to extension of cultivation; thus, communal arable lands 
and forests have been brought under the plough. Encroachment 
on the forest lands and incendiary fires have reduced the 
1. The Indian Year Book, 1939-40, p. 355. 
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wooded areas. The result is not only a decrease in rainfall, 
but improper control of the run-off and the ensuing ravage of 
natural drainage have increased ravine lands. Soil erosion 
has become a problem in almost every province. The subsoil 
water level has also increased. 
Uneconomic Holdings 
In round figures there are some three hundred million 
people living in the villages of India. The total area by 
survey is approximately 813 million acres, or less than three 
acres per capita of the agricultural population. Not all of 
this is cultivable land. The actual cropped area, including 
60 million acres of current fallows, is approximately 360 
million acres. The total annual sown area, omitting fallows 
but including double cropping, is 340 million acres. Of the 
remaining area we have 170 million acres classed as culturable 
waste, but its agricultural value is highly problematic. The 
area under forestation is 100 million acres. Much of this is 
inaccessible and only indirectly connected with agriculture.l 
When all is said, the average area per capita of the rural 
population is strikingly small. 
The study of uneconomic holdings in different provinces 
is very interesting. In the Census Report of 1921 the number 
of cultivated acres per cultivator is given as follows: 
1. Radhakamal Mukerjee, Economic Problems of Modern India, 
Vol. I, p. 126. 
United Provinces 2.5 acres 
Bihar and Orissa 3.1 
" 
Bengal 3.1 H 
Madras 4.9 
" 
Punjab 9.2 u 
Bombay 12.2 II 
Central Provinces 8.5 II 
Assam 3.0 II (1) 
In such d.ensely populated areas as the Ganges, 
Gogra ~Doab, · the .. eastern districts of the United 
Provinces, South Bihar, the Padma, Jumna, Caurery 
and Godavain deltas, fractionalisation of holdings 
has gone to grotesque lengths. In a particular 
village surveyed in Gnakpur the average holding 
comes to only 0.29 acres. The average cultivated 
area per individual is 0.27 acres. Moreover, 
holdings, small though they are, are rarely con-
tiguous, but are comprised of small plots scat-
tered all over the villages, due chiefly to the 
method of partition in holding. For instance, a 
holding of 1.3 acres is divided into two parcels, 
0.60 and 0.70 acres respectively, the latter being 
again divided into thre~ fragments, 0.2, 0.2 and 
0.3 acres respectively. 
5 
Causes of Fractionalisation of Holdings. The frag-
mentation of holdings is a process of subdivision which is 
principally the result of the laws of inheritance, though 
its effect is enhanced by indebtedness, forced sale and land 
hunger. Subdivision is also encouraged by the fact that the 
1. G. B. Jathar and s. G. Beri, Indian Economics, (London: 
Humphrey MilfordL Oxford Univ~rsity Press, 1939; 5th re-
vised edition), Vol. I, P• 211. 
2. R. K. Mukerjee, 22• cit., p. 111. 
fields in India are open and without hedges and thus lend 
themselves to easy and speedy subdivision. Further, the 
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whole agricultural system of India is adapted to meet the pre-
dominant feature of the climatic condition, viz., the defi-
ciency and precarious distribution of rainfall. In Northern 
India there is generally a large area of f allow land in every 
holding, while the practice of rotating crops can only suc-
ceed when each cultivator has several kinds of land suiting 
various climatic conditions. Thus the practice of fallowing 
and rotation are both responsible to some extent for the ex-
isting distribution of fields. In pre-British days popula-
tion pressure was less heavy, while the cultivation unit was 
the joint family estate and partition was uncommon.l 
Effects of Uneconomic Holding. The disadvantages of 
fractional1sed holdings and their distr~bution are obvious. 
The fields in the main villages are apt to be overworked and 
depleted and the more distant and smaller fields neglected. 
Scattered ownership of small fields stands in the way of 
permanent land improvements such as well construction and 
the maintenance of banks and drains to check erosion and 
waterlogging of the lowlands. The water of labour in carry-
ing manure, implements and water to tiny plots situated a 
distance from one another can easily be imagined. There is 
also a waste of land in providing ridges and a waste of time 
1. R. K. Mukerjee, ~· £11., P• 110. 
and energy in traversing field after field with the plough 
cattle for agricultural operations. Toy holdings restrain 
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the farmer not only from adopting more improved methods of 
cultivation but also even from intensive farming. Most under-
sized holdings are in debt. Debt-ridden cultivators can 
hardly adopt improved agricultural methods. Uneconomic 
holdings have also increased the interest rates, because the 
security that the cultivator can give to the money lender 
is small. Radhakamal Mukerjee says in "Economic Problems 
of Modern India 11 , Vol. I, referring to the system of small 
holdings: 
It leads to enforced idleness in cases where 
there are too many persons dependent upon the small 
farm. It leaves the agricultural profits so small 
that the least misfortune causes them to vanish. 
Comparison with Western Countries. In Germany about 
49 per cent of cultivated soil is laid out in holdings of 
less than 50 acres, as compared with 18 per cent in England 
and Wales. About 60 per cent of the land in England is sub-
divided into holdings from 50 to 300 acres. Germany, on the 
other hand, has less than 30 per cent of the land in holdings 
of from 50 to 250 acres. In England and Wales, 25 per cent 
of the land forms holdings of over 300 acres. In Germany 
22 per cent is divided into holdings of more than 250 acres. 
In the United States the average farm contains 148 acres. 
The official definition of a small holder in Denmark gives 
about 25 acres as the limit of size; in England it is 50 acres. 
8 
Professor Macgregor gives the following figures for the sizes 
of holdings in European countries. 1 
Country 
Eng. & Wa.les 
Denmar k 
France 
Germany 
Belgium 
Holland 
Holdings of 1-50 Acres 
as per cent of 
All Cultiv. Aver. 
(1914) 
(1919) 
(1892) 
(1907) 
(1905) 
(1910) 
Holdings Areas Holding 
67 
87 
93 
92 
95 
87 
16 
55 
45 
66 
Irrigation 
62.0 
40.0 
20.25 
21.5 
14.5 
26.0 
Males employed 
per 100 acres 
4.6 
5.5 
7.0 
6.2 
10.0 
9.0 
The importance of irrigation to an agricultural country 
l ike India can hardly be overestimated. As noted above, rain-
f all is both unequally distributed and uncertain. So long as 
agriculture depends upon rainfall, stable and permanent cul-
tivation of land is not possible. In areas of precarious 
rainfall, there can be no cultivation without irrigation. 
Irrigation is also important in order to raise crops of high 
commercial value. As a result of increase of pressure of 
population on the soil in certain parts of the country, multi-
ple cropping has become a prime necessity, which is unattainable 
v 
without irrigation. Irrigation is an indispensable protec-
tion against famine. 
9 
Survey of Present Irrigation. Of the total area 
cropped, only 13.7 per cent was irrigated by the government 
canals in British India in the year 1935-36. 1 Five per cent 
of the cropped area is by well irrigation. There are three 
types of irrigation works - canals, tanks, and wells; the 
area irrigated from wells in the different parts of India is 
very large. Well irrigation in contrast to canal irrigation 
has certain advantages. There is economy in the use of water. 
Since every drop of water is raised by the hard toil and 
trouble of the cultivator, none of it is wasted. Well irri-
gation encourages private enterprise. It also adapts itself 
to agricultural requirements. In the eastern part of the 
United Provinces it has been discovered that well irrigation 
fluctuates with rainfall conditions. Whenever the rainfall 
is thirty-five inches or more the area irrigated by wells 
decreases, and when the rainfall is less the area irrigated 
increases. Well irrigation is also used for raising crops 
of high commercial value. Furthermore, well irrigation can 
be practised in areas where there are no rivers or lakes. 
It is estimated that well-irrigated lands produce at least 
one-third more than canal-watered lends. The most recent 
figures give thirty per cent of the irrigated area in India 
1. ~ Indian Year Book, 1939-40, p. 355 .. 
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as being under wells. 
Canal Irrigation. Next to well irrigation, canal 
irrigation is most important. From ancient times the Govern-
ments have taken a keen interest in the construction and 
maintenance of the canals. It is not necessary here to go 
into the history of the construction of canals. Suffice it 
to say the British Government has taken considerable interest 
in the development of canals. Canals have been constructed 
with four objects in view: to free a region from famine 
disasters; to get revenue by the sale of water; to colonise 
the arid lands; and to reduce the pressure of population on 
soil. The total capital invested in the works has risen 
from Rs. 42,36 lakhs in 1900-01 to Rs. 153,18 crores in 
1935-36. 1 Most of the important canals are in Northern 
India. The total area irrigated by canals of all description 
was 31.85 million acres in 1935-36. The area irrigated in 
1935-36 was greatest in the Punjab, in which province 11.19 
million acres were irrigated during one year. The Madras 
Presidency came next, with an area of 7.55 million acres, 
followed by Sind with an area of 4.31 million acres. 
The Problem Qt Irrigation. Great is the need of 
irrigation to India, the possibility of the future develop-
ment of canal irri'gation being very limited. A well-known 
1. ~ Indian Year Book, 1939-40, p. 352. 
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authority on Indian economies has already declared his view 
with regard to the limitation of canal irrigation. The only 
irrigation that can successfully be developed is well irri-
gation. But well irrigation means private enterprise. Well 
digging is costly work in many parts of India. Whether the 
cultivator with his limited ·capital resources would be in 
a position to undertake this enterprise is a questionable 
proposition. Furthermore, where the subsoil water level is 
low, as is the case in certain parts of India, it is problem-
atical whether cattle power would be equal to the task. 
Agricultural Labour. Since the holdings are small, 
the amount of hired labour required in agriculture is very 
small, although a good deal is used at the time of weeding 
and harvesting. One of the reasons why agricultural prac-
tices. in India are inadequate is the inefficiency of the 
cultivator himself. The Indian cultivator is both intelli-
gent and industrious; he adapts himself to changing condi-
tions; his wants are simple, and he is frugal in his expenses. 
But unforturtately, he is ignorant and uneducated; he is 
steeped in superstition; he is extravagant in his expenses 
for religious and conventional ceremonies. He is bur~ed ~n 
debt which is in some degree inherited but for the greater 
part acquired._ Because he is illiterate, he can neither 
improve hfs own methods of agriculture by reading books and 
pamphlets on agriculture, nor is 4e able to know the con-
dition of' the farmers in other countries. He is living in 
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a self-complacent world of his own. If we want to improve 
the condition of Indian agricul t ure, it is not enough to 
extend irrigation works or to bring about consolidation of 
holdings, or to provide the · agriculturist with modern imple-
ments and tools; it is also necessary to give the cultivator 
an education which will widen his outlook on -life. 
Animal Husbandry 
Cattle are very important to the Indian cultivator. 
They are used in the various processes of agriculture, such 
as ploughing, irrigating and harvesting; they are also the 
chief source of the much required manure in agriculture; they 
are the chief, if not the only, means of rural transport. 
Waterbuffaloes and cows supply much needed milk to the people 
of India, the majority of whom are vegetarians, and milk and . 
milk products furnish the best all-round foods. 
The Cattle Count. The latest available census figures 
show that India, with an area of 11 800,000 square miles and 
a population of 352 million people, contains 300 million 
animals excluding pigs and poultry. Figures from other coun-
tries fade into insignificance when compared with India in 
this matter, and even the United States of America, which 
possesses the second largest cattle qount in the world with 
an area of nearly 3,000,000 square miles and a human popula-
tion of 122 millions, contains only 140 million animals, ex-
cluding pigs and poultry. When one comes to analyse the Indian 
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figures, however, it is found that for the cultivation of 
her 300 million acres India possesses only 60 million work-
ing cattle, giving an average of one pair of bullocks to 
each ten acres, which is barely sufficient even in the Punjab, 
where the largest working bullocks are to be found. In the 
other Provinces, where a very large proportion of the cattle 
are underfed and undersized, the position is much worse and 
the porportion of animals not capable of paying their way 
must be very large indeed. It is no wonder then that the 
Royal Commission on Agriculture in India should observe, when 
considering questions relating to cattle breeding, that it is 
not more cattle but better cattle that India requires.l 
Problem ~ Animal Husbandry. There are three distinct 
problems connected with animal husbandry: (1) excessive cat-
tle population; (2) fodder supply; (3) improvement of the 
breed. That there is a large supply of unnecessary and use-
less cattle in the country no one can deny and it is a serious 
problem as to how to get rid of them. In an Occidental coun-
try, the problem would be easier, for they could be sent to 
the slaughter house; but in India, where sentiment against 
killing animals is so great, it is not possible to get rid of 
the excess cattle in this way. The size of the cattle count 
would not be a problem in itself if India had enough fodder. 
But it so happens that while the cattle count has been 
1. R. K. Mukerjee, Q£• £11., pp. 138, 139. 
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increasing the fodder supply has been decreasing. In olden 
days, attached to each village there was communal arable land 
where the cattle of the village could go and graze freely; 
but today, as a result of the incr ease in her human population 
there has been encroachment on arable lands, with the result 
that most of them have been brought under cultivation. Fodder 
supply has also decreased because at the present time culti-
vators grow more money crops. Money crops like cotton hardly 
supply sufficient fodder. Another important reason for the 
decrease in fodder is that the area devoted to fodder crops 
is decreasing year by year. This also is attributable to the 
fact that human population has increased. Time was when un-
restricted grazing was allowed in the forest, but today on 
account of the laws of conservation of forests cattle are 
hardly ever allowed within the neighborhood of the forests. 
Finally there is no scientific method of fodder preservation 
and conservation developed in India as in the West. 
The third important problem is the improvement of the 
breed. It is not an easy task to improve the breed so long 
as there remains a plentiful supply of weak and under-
nourished cattle in the country. Even close breeding has 
not met with much success. 
Manure. India has been an agricultural country from 
time immemorial. There are many areas where more crops than 
one are raised every year. When the population of India was 
small it was possible to give rest to the land by allowing it 
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to lie fallow. There are signs of soil depletion and ex-
haustion in certain parts of India as a result of raising 
crops like sugar cane~ which make demands on the soil equiv-
alent to 100 to 120 pounds of nitrogen per acre.l Cane ex-
pansion in the absence of manuring is not only fraught with 
the danger of disturbing the established balance between crop 
production and soil r~plenishment, but also indirectly re-
duces the amount of protein in the dietary of the peasants, 
most of whom are vegetarian. 
Important as is the need of manure to agriculture, 
little or nothing has been done to provide it with scientific 
or specialised manure. The me.nure which is most commonly used 
throughout India is from village sweepings and cattle dung. 
Although cattle dung is a very useful manure, it is not used 
on a large scale in Indian agriculture. The cultivator's 
wife uses it as fuel, and necessarily so. For on account of 
the forest conservation laws it is becoming increasingly dif-
ficult to obtain wood as fuel; furthermore, cow dung cakes as 
fuel have an advantage over wood fuel. Cow dung cakes do not 
require attention every now and then as wood fuel does. The 
housewife can light the cow dung fuel, place her cooking in 
the oven, and go to the fields. By the time she returns home, 
the food is cooked and ready for service. In certain parts 
of India, especially in the Bombay Presidency, human excreta 
1. R. K. Muker j ee, .QR.• £1.1., p. 114. 
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are used as manure. However, there is considerable prejudice 
against the use of it. Moreover, it has been found to be too 
warm, and for that reason is not considered to be a good fer-
tilizer. 
Agricultural Tools ~Implements. Agriculture in India 
moves in a vicious circle. The cultivator cannot afford to 
buy improved tools and implements because his productive ca-
pacity is limited; his productive c~pacity is limited because 
agricultural implements and tools are poor. No one solution 
can afford the cultivator egress from this vicious circle; 
in order to obtain improved tools and implements the farmer 
must be supplied with capital; to get capital his credit must 
be good; in order to improve his credit he must increase his 
productive capacity and the size of his holdings. The defects 
of the present implements and tools of agriculture are well 
known to every student of Indian rural economics. They are 
old ~~d outmoded; they are not efficient for the kind of work 
they are doing. For instance, the plough hardly scratches 
the surface. This involves waste of time and energy. But 
at the same time these implements tally well with present 
agricultural practices. They are not very costly; they can 
easily be repaired by the village blacksmith or the carpenter; 
they are light and hence are easily transportable from one 
holding to another. Finally, they are simple in their con-
struction and hence can be easily operated by the ignorant 
and uneducated cultivator. Furthermore, it is to be said to 
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the credit of the cultivator that where possible he has 
adapted himself to the use of improved tools and appliances. 
Nevertheless, there is great scope for the introduction and 
use of improved appliances and tools. An excellent example 
is the use of the modern crude oil motor tractor for the 
eradication of deep-rooted weeds; other special illustra-
tions could be mentioned. Nor must one overlook the great 
possibilities of smaller power units for well irrigation, 
sugar-cane crushing, and other operations connected with the 
preparation of agricultural produce for the market. 
Rural Indebtedness 
Indebtedness is a familiar evil in all agricultural 
communities, but its worst results are seen in the countries 
where peasant farming prevails. 
Causes of Indebtedness. The American farmer raises 
large loans, but those are mostly for productive purposes. 
The Indian ryot borrows chiefly for maintaining himself or 
for celebrating marriages and other social ceremonies. Thus 
in the United Provinces, according to the Provincial Banking 
Enquiry Committee~ 70 per cent of the existing debt was con-
tracted for unproductive purposes, and the same is more or 
less true of Bengal and the Bombay Presidency. 1 Improvident 
borrowing is not the fundamental cause of debt. The Indian 
1. United Provinces Banking Enquiry Committee Reuort, p. 84; 
Bengal Report, p. 74; Bombay Repor1, p. 52. 
18 
cultivator, even during normal years, lives from hand to 
mouth. But normal years are not too frequent in India. 
Nearly every year something happens to crops or to cattle, 
and the cultivator is compelled to borrow for what he calls 
"family necessity" -i.e., maintenance. Although the origin 
of debt is improvident expenditure, or natural calamities, 
its growth is largely due to the accumulation of interest. 
The rates of interest are very high, ranging from 25 per 
cent to 300 per cent. 1 Thus Darling is right when he writes 
0 once the cultivator is in debt he is always in debt.n2 
Debt is also due to the improved economic position of the 
cultivator. Since the land values have gone high since the 
advent of British rule, it is much easier for the cultivator 
to borrow a loan. 
Effects Q! Indebtedness. Debt leads directly to agri-
cultural inefficiency. When the greater portion of the pro-
duce goes into the pockets of the money lender as interest 
charges, there is not much left for effecting improvements 
in agriculture. Debt also prevents orderly and profitable 
marketing. Many of the cultivators who borrow from town 
merchants or brokers give a lien to them on their crops. In 
some cases, the borrower sells the standing crop at a price 
1. R. K. Mukerjee, Groundwork £t Economics (London: Long-
mans, Green & Co., 1925), p. 118. 
2. Malcolm Lyall Darling, The PunJab Peasant in Prosperity 
~in Debt (London, etc.: H. Milford, 1925T, P• 25. 
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more or less dictated by the lender. Debt generally results 
in the loss of property; it passes into the hands of the pro-
fessional money lender. Thus in place of peasant proprietor-
ship there is tenancy, and tenant farming generally is not 
noted for efficiency. There is every indication that land-
less agriculturists have increased in India in recent times. 
In 1921 for every 1000 ordinary cultivators there were only 
291 farm servants and field labourers, but in 1931 the pro-
portion of the labourers was found to have increased to 409 
for every 1000 cultivators. 1 The worst social and moral re-
sult of indebtedness is that it entails servitude. 
Extent of Indebtedness. The total indebtedness of the 
various Provinces and States of India in 1928-29 was estimated 
by the Banking Enquiry Committees in 1929. Those figures are 
given below (Table A) with ; the estimated values of total pro-
duction of the various Provinces in 192$-29 and 1932-33 in 
order that some idea may be formed of the nominal and real 
burden of the indebtedness in India today. 2 
Attempts to Solve Agricultural Indebtedness. From 
time to time various att emp t s have been made to reduce or to 
wipe off agricultural i ndeb t edness. The whole cooperative 
movement in India was started with a view to provide cheap 
1. Census of India (1931), Vol. I, p. 288. 
2. R. K. Mukerjee, Economic Problems of Modern India, p. 176. 
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TABLE A 
Tot. produc-
Average tion of PrinT 
Total in- Indebtedness Crop Val. in 
Population debtedness Per Cultiv. Lakhs 
Provinces (millions) . (Crores) (Rupees) 1928-29 1932-33 
Madras 46.7 150. 50 1,80,78 99,33 
Bombay 21.8 81. 49 1,20,52 86,86 
Bengal 50.1 100. 31 2,32,59 90,54 
United Provinces 48.4 124. 36 1, 40,52 91,01 
Burma 14.6 50-60 63,38 29,45 
Cent. Provinces 15.5 36. 30 68,77 35, 40 
Punjab 23.5 135. 92 76,78 48,53 
Bihar & Orissa 37.6 155. 31 1,35,17 56,55 
Assam 8.6 22. 31 
Central Areas 18. 
Total British 271.5 881. 10,18,51 5,74,67 
India 
Hyderabad 14.4 
My sore 6.5 
Travancore 5.0 23. 54 
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credit to the agriculturist. But it must be admitted that 
on the whole it has brought very little help ' to the culti-
vator. The takavi loans - loans given by the government to 
the agriculturist - have not proved very popular among the 
cultivators. The land mortgage ba~~s have not met with great 
success in providing cheap credit to the cultivators. Some 
provinces have passed legislative measures to restrict the 
rate of interest and to eliminate the passing away of the 
land from the hands of the cultivator into the hands of the 
money lender; but these have done more harm than good to the 
cultivator. For in most of the provinces where these legis-
lative enactments are stringent there has been a considerable 
shrinkage of credit. The world economic crisis and the de-
pression have increased the intensity of the problem of rural 
indebtedness. 
Agricultural Marketing. Another serious problem con-
fronting Indian agriculture is agricultural marketing. · One 
may try to improve the condition of cattle, employ improved 
' 
tools and implements1 use specialised manure and improved 
seeds, and follow scientific methods of cultivation; but all 
these will be of no avail if the cultivator does not get a 
proper price for his produce. The defects of present agri-
cultural marketing are manifold; there are no central mar-
keting organizations; there are too many parasitic inter-
mediaries between the cultivator and the wholesale dealer; 
there are no uniform weights and measures throughout the 
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country; there are no storage facilities at the marketing 
centres; the cultivator, even when he sells his produce di-
rectly in the market, is kept in the dark about what goes 
on between his broker and the broker of the buyer; the means 
of communication and transportation are not only unsatis-
factory but far from adequate; t here is no central organi-
zation for grading the produce of the cultivator; there are 
sundry tolls and incidental charges, and the cultivator -i s 
often cheated in weights and measurements. Moreover, be-
tween the large mand1Jand the vil lage mandi, there is to be 
found a considerable difference i n price. 
Hemp sells in villages in the district of 
Benares for Rs. 5 per md., 1but in the mandi it sells for Rs. 7 per md. 
Even co-operative sales societies have not been able to cope 
with the problem successfully. It is quite a task to collect 
the produce from so many scattered holdings in the village and 
sell them in a distant market. 
Land Tenure System in India. There is no one uniform 
system of land tenure 1n the country. In the first place, 
there is the wide difference between the zamindar1 settlement 
and ryotwar,i settlement. In t he zam1ndar1 or the 1and-1ord 
settlement, the cultivator pays his revenue through the land-
lord to the government. The landlord is responsible to the 
government for the revenue of his zamin; he therefore leases 
1. R. K • . Mukerjee, Economic Problems of Modern India, Vol. I, 
P• 307. 
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out the land to the cultivators. In the ryotwari settle-
ment .the cultivator pays his revenue directly to the govern-
ment. The zamindari settlement may further be classified 
into the Permanent Settlement and the Temporary Settlement. 
In the permanent settlement the revenue is fixed forever and 
is not subject to enhancement irrespective of the economic 
advancement of the country. In the temporary settlement the 
land is subject to a revision of revenue at the time of set-
tlement, which occurs once in twenty~or thirty years according 
as the Province is more or less mature. 
Defects ln ~ Land Tenure System. No agrarian reform 
can ever be complete without a complete revolution of the 
land tenure system. The defects are many and varied. The 
present land tenure system has encouraged absentee land-
lordism and with it all sorts of evils have crept in. In 
spite of much tenancy legislation, the condition of many 
cultivators is far from satisfactory. They can be· ejected at 
will by the landlord; they cannot effect improvements in the 
land; they have no alienable and transferable rights; they 
are subject to revenue enhancement. In provinces like Bengal 
and the United Provinces, where permanent tenants have been 
given transferable and mortgage rights, these rights have been 
abused. 
Transfer and subletting1 indeed, form the 
crux of all tenancy legislation. In Bengal and 
Bihar, as a result of license given for sub-in-
feudation and transfer and the failure of the 
measures devised to discourage subletting by 
tyots, many of the latter have been converted 
virtually into rent receivers and middle men 
while the actual cultivators are converted into 
under ryots without adequate security. 
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In some provinces revenue is enhanced at the time of settle-
ment even when the improvement in land is due to the culti-
vator's or landlord 1 s own initiative. 
The Present Economic Condition of the Cultivator and 
Agricultural Labourer ~ General. This b~ief survey of the 
present economic condition of Indian agriculture will throw 
considerable light on the economic condition of the culti-
vator and the agricultural labourer. Both are suffering from 
an extreme type of poverty. Both live in mud hovels. They 
hardly have enough clothes to wear, while their children go 
about in their natural dress. They consider themselves for-
tunate if they get one adequate meal a day. The slight 
savings they formerly made in the shape of ornaments and 
jewels have already left the country as depressed gold. The 
decline in value of agricultural production to the extent of 
4?.5 per cent since 1929 has contributed towards an increase 
of agricultural indebtedness. 
Illiteracy now ranges from seventy to ninety per cent 
of the population. The problem here also is mainly economic; 
for poverty compels more and more premature withdrawals from 
schools when the pupils can take up, in however small a 
1. R. K. Mukerjee, Economic Problems QL Modern India, Vol. I 1 
p. 227. 
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measure, the economic burden of the family. A state of 
chronic food shortage aggravated by drought, and now by the 
depression, affects particularly the very young and very old, 
and also women, especially those in the child-bearing age, 
and the result is high infantile and maternal mortality in 
this country. The reduction of women of child-bearing age 
worn out by a long struggle with food deficiency and by fre-
quent child-bearing is one of the causes of the recent slacken-
ing of the birth in the more heavily congested regions. · The 
agricultural labourer occupies the lowest rung of the Indian 
economic ladder - that toiling and longsuffering serf who is 
the first to suffer from famine, plague, malaria and influenza. 
He numbers today twenty-five millions; and a single meal daily, 
of thin gruel, and a loin cloth to wear, are all he can hope 
for in a year of plenty in India. 1 His average wage in these 
years of depression varies from two to three annas per diem 
in Northern India. 
1. R. K. Muker-je-e, :_!:c-onomic Probl-em-s -of Mod-ern India, Vol. I, 
Introduction; ·. p._ xi. 
CHAPTER II 
INDUSTRIES - SMALL AND LARGE 
~ Cottage Indus tries of India 
The importance of cottage industries in a country like 
India can hardly be overestimated. Agriculture, being a sea-
sonal vocation, gives occupation to people during only 200 
days of the year,l and the rest of the time the cultivators 
are idle. Therefore various kinds of cottage industries can 
serve as supplementary industry. In places where puro~a is 
practised by women, it is not easy for the females of the 
household to supplement the income of the family by working 
in the fields or in factories. But if there are cottage in-
dustries, it becomes possible for women to take part in the 
production of wealth even while adhering to their social 
usages. The decay of the village is a great and insistent 
problem in India. In fact, the spread of industrialisation 
in the country and the rural exodus have been urbanising the 
people, in some provinces, to an extent which is fraught with 
grave dangers to an agricultural society, which India is and 
always will be. The remedy for the cityward drift will be 
found in an improvement of the village industries which will 
satisfy the more intellectual and ambitious of the village 
youths. Mr. Pillai, speaking about the cottage industries, 
1. R. K. Mukerjee, Economic Problems of Modern India, Vol. I, 
p. 121. 
writes: 
In adjudicating upon the rival claims of small 
and large scale production, it is necessary to 
take into consideration yet another point. The 
close and heated atmosphere of the factory life, 
its congestion and insanitation, its hard work 
and discipline, are generally repugnant to the 
Indian villager, who is an agriculturist by tra-
dition and te~perament and a factory worker only 
by necessity. 
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Again, the prime necessity of India is the diversification of 
industries and the cottage industries will fulfill this need. 
Brief History of Cottage Industries. Time was when 
India was truly called the home of cottage industries. Arti-
san industries of various kinds flourished all over the coun-
try. Each village was provided with a complement of artisans 
and menials, so that until the recent introduction of Western 
commodities, such as machine-made cloth, kerosene oil, um-
brellas, and the like, it was almost wholly independent. Its 
chamars skinned the dead cattle, cured their hides, and made 
the villagers their sandals. Local carpenters made their 
ploughs, local blacksmiths their shares, local potters their 
utensils, and local weavers their cotton clothing. Each 
village had its own oil pressers, its own washermen and its 
own barbers and scavengers. Indian-made products of various 
kinds, especially clothing, perfumes and embroidery, were re-
nowned throughout the Western world. Even today the number. 
1. P. Padmanbha Pilla1, Economic Condition in India (London: 
G. Routledge and Sons, Ltd., 1925), P• 158. 
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of people dependent upon cottage industries is much larger 
than on manufacture. The larger concerns in India gave em-
ployment to only 823,000 out of a total population of about 
352 millions; whereas the number dependent upon cottage in-
dustries was 16 million. 1 
Causes for the Decay Q! Cottage Industries. Numerous 
causes have contributed to the decay and disappearance of the 
cottage industries, chief among them being the industrial rev-
olution of the West. This phenomenon not only stopped the 
outflow of manufactured goods from India, but Western machine-
made goods began to invade the Indian market. With only a 
limited ma.rket and the simple needs of a rural population to 
cater to, the village artisan was content to work along the 
old traditional lines, while his place in the village commu-
nity, which assured him a ready market and secure income, 
offered but little inducement to attempt innovation or im-
provement. Thus his conservatism and lack of foresight are 
also responsible for the decay of cottage industries. In the 
matter of technical improvement, the weekest spots are the 
primitive and inefficient processes. 
The Present Condition QL Cottage Industries. There 
are still many cottage industries in India. The hand-loom 
industry is one of them which is spread throughout the length 
1. Ibid., P• 15?. 
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and breadth of the country. But the position of these arti-
sans and handicraftsmen is far from satisfactory. It is 
with considerable difficulty that they are able to face the 
competition of factory-made goods. Their income is so small 
that they are not able to provide for emergencies and hence, 
in case of famine, they are the first ones to suffer. Most 
of them are in debt to the money lender. One of the reasons 
why they have been able to survive is that the most progres-
sive among them have accommodated themselves to _ changing con-
ditions and environment. Their methods of production remain 
the same, but they now work with superior raw material and 
with better tools. They are very proud of their heneditary 
occupations. It should be the paramount concern of every 
patriotic Indian to relieve their suffering and elevate their 
economic status. 
Large Scale Industries 
India is chiefly a land of villages. It will be in- · 
teresting to give a compar ison of rural and urban elements 
in the major provinces of India, 5 1 000 persons being regarded 
as the minimum for a town. The proportion of urban popula-
tion per mille is: 44 in Bihar and Orissa; 73.5 in Bengal; 
109 in the Central Provinces; 112 in the United Provinces; 
130 in the Punjab; 135 in Madras; and 224 in Bombay, which 
is the most urbanised of the provinces. It will be a long 
and wearisome journey before India can reach rates o~ urban 
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population comparable with industrialised Europe. 1 Even in 
the most industrialised province in India, viz., the Bombay 
Presidency, the great bulk of the population, in fact more 
than two-thirds of it, is living in units with a population 
of less than 5 1 000. It is necessary to bring out the signi-
ficance of the villages and the comparative scarcity of the 
towns, because it is in the towns that the wants are stand-
ardised; where wants are standardised large-scale production 
becomes easy. This explains to a certain extent why India 
is · still near the morning star, while the Western countries 
have reached their meridian in large-scale production. 
The Extent of Large-scale Industries. The. number of 
joint stock companies registered and working in India in 
1919-20 with a paid-up capital of Rs. 11 232,135,?39 was 
3,668. The average daily number of operatives employed in 
factories of all kinds was 1 1 36?,136 for the same period; 
the number of factories under the Factories Act was 3 1 523. 
In 1936 the number of factories was 9.323 and the total 
number of employees was 1,652,14?. In 1922 India obtained 
recognition by the League of Nations as one of the eight 
chief industrial countries of the world. Considered inde-
pendently, these numbers might give a false picture of the 
industrial development of India; for we must consider these 
numbers in relation to population; then we find in 1931 that 
1. R. K. Mukerjee, Economic Problems of Modern Indi~, Vol. I, 
P• 103. 
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only 0.9 per cent of the total population were employed in 
factories. 1 As : a matter of fact, between 1911 and 1931 the 
percentage of industrial workers to the working population 
actually declined from 11.0 to 9.1. The Indian Fiscal Com-
mission expresses its opinion that the rate of progress is 
not commensurate with the size of the country, its population, 
ana. its natural resources. 
Causes for the Industrial Backwardn~ .21. In.fl.i.a. One 
of the important reasons for the backwardness of Indian indus-
tries is the British policy in India. From the very commence-
ment of her rule Britain has regarded India as a very valuable 
market for her industrial products. Until very recently, when 
the Indian national movement started, the policy of Britain 
was one of exploitation rather than the utilisation and the 
development of the indigenous resources. H. R. Soni, in his 
book "Indian Industry and its Problems", writes: 
Had the Government of India even the least . 
intention of helping the industries of the coun-
try, it would not have insisted on a purely lit-
erary type of education in the universities; it 
would have also introduced some sort of technical 
education as well. Again, if the newly constructed 
railways were at all intended to benefit industry, 
the Government would not have allowed the railways 
to pursue a policy of discrimlnatlon in favour of 
imported goods - on the contrary, as was the case 
in various foreign countries, special privileges 
in the matter of rates would have bee~ granted to 
the infant industries of the country. 
1. Census Report of India, 1931, Vol. I. 
2. H. R. Soni, Indian Industry and Its Problems (London; 
New York, etc.: Longmans, Green and Co. Ltd., 1932), Vol. I, 
p. 340. 
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These facts give us an idea of the industrial policy of the 
Government up to the closing years of the nineteenth century. · 
They show that India 1s rulers were utterly indifferent towards 
the fate of the industries in the country, and if industries 
were able to make some progress, it was in spite of this in-
difference. Second, for the establishment and development of 
industries it is essential to have the necessary industrial 
environment in the country. By this we mean that there should 
be a proper survey of the various natural resources, the de-
~elopment of the means of communication and transportation, 
technical and technological skill, facilities for financial 
investments, market surveys and researeh institutions. The 
British policy is also responsible for the want of the neces-
sary industrial environment. Third, in the words of the Fis-
cal Commission: 
The men with capital, business acumen, tech-
nical knowledge and administrative capacity who 
form the backbone of the indusfrial life in America 
are still rare in the country. 
Speaking generally, it will be found that the first factories 
in almost every branch of industry were started by Englishmen 
or Scotchmen. The contribution of the local people in the 
establishment of these industries was their physical labour. 
Thus, owing to the non-participation in the earlier industrial 
development of his own country, the Indian is often found de-
ficient in the essential qualities of industrial leadership. 
1. Renort £f the Fiscal Commission of 1922, p. 40. 
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Organization, direction, co-ordination and knowledge are as 
essential to modern industry as t hey are to a modern army. 
It is for captains of industry possessed of all these attri-
butes that modern India is waiting. The supreme need of the 
country is for managers and foremen, for pioneers and .entre-
preneurs.l Fourth, there is the dearth of Indian capital. 
Since the average income of the cultivator is small, his 
saving capacity is limited. Even if there are any savings, 
they are invested i n his own industry or converted into gold 
in the form of ornaments for his wife. The investment habit 
is not developed in the middle-cl ass man, and his capacity 
to invest also is limited. Since possession of land still 
brings prestige and honour to a person, he invests his savings 
in land rather than in industries . Thus it is only upper 
class people that are interested in investing in industries. 
But these people, again, since they are sure of income from 
old and established industries, prefer to invest their savings 
in such rather than in new industries. Finally, there i s the 
scarcity of skilled and semi-skilled labourers. 
The Industrial Labour Condition 
In spite of these drawbacks, as we have seen above, 
quite a number of f actories ha.ve come into existence, em-
ploying over one and a half million people. The mos 
1. P. P. Pillai, .Q:Q;• cit., P• 187. 
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industrialised cities in India are Calcutta, Madras, Bombay, 
Ahmadabad, Cawnpore and Nagpur. It is worth while to make a 
brief survey of factory labourers in India. The source of 
factory labour in India is agriculture, the chief part of the 
labourers being drawn from the landless proletariat. These 
were the labourers attached to agriculture. Now, either be-
ca~se of an excessive supply of agricultural labour and hence 
a diminution in wages, or because of a desire to improve their 
economic status through higher wages, these labourers have 
given up their ancestral occupation and come to the factory 
centres. Agriculture is dependent upon rainfall conditions: 
when there is no rainfall there is slackness in cultivation; 
therefore at such times even those agriculturists who have 
l ands move to the industrial centres. This constitutes the 
second set of people. Third, there are the artisans and 
handicraftsmen, who have lost their occupations on account of 
foreign competition and who now find a livelihood in industry. 
Thus the chief supply of factory labour is the village. And 
we must also here note the fact that the villager has not by 
choice but of necessity become a factory labourer. He often 
goes to the factory not for the sake of a career, but to sup-
plement his income from the land. His home is in the village 
and not in the factory area, and very often he leaves his 
family behind in the village. As soon as agricultural con-
ditions are good, he hopes to return to his village. The re-
sult is that factory labour in India is of a migratory character. 
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Wages, Standard of Living and Housing Conditions. As 
a rule, both the nominal and real wages of the factory labourer 
are higher than those of the agricultural labourer, but they 
are in no way comparable to Western standards. So far as un-
skilled labour is concerned, in normal times eight ahnas1 per 
day is the topmost limit, while in many parts of the country, 
such as the United Provinces, Berar and .the Central Provinces, 
four annas per day is the usual rate. Even if we accept eight 
anna;s per day as the universal rate .throughout the country, 
the earnings of unskilled labour must be taken as averaging 
less than one-eighth the wages of the same class of workmen 
in Britain. The same sordid tale holds for the wages of 
skilled and' semi-skilled workmen~ With such low wages as the 
factory labourer gets, one cannot expect a very high standard 
of living. The labourers' homes contain no furniture of any 
description - unless cots, which are usually worth a few annas, 
can be described as such. A few cooking utensils, some cheap 
clothing, and a few odds and ends comprise the entire stock 
of family belongings, the total value not usually exceeding 
twenty or twenty-five rupees. The labourer's food is equally 
poor - poor in quality and variety, and often even in quantity. 
The picture of the Indian factory labourer becomes still 
darker when we study his housing condition. In Bombay, for 
1. anna - 1/16 rupee; rupee - about 30 cents. 
2. H. R. Son1, 2£• £11. 1 Vol. I, p. 276. 
36 
example, 97 per cent of working-class families live in single 
rooms without kitchen or bath, and the average number of per-
sons per one-room tenement is 4.03. 1 In other industrial 
centres, except in Jamshedpur, most of the tenements do not 
have any drain at all, and the entire road is at once a drain 
and a dump of filth. No doubt, in some industrial centres, 
like Nagpur and Jamshedpur, efforts are made by the factory 
managers to house the labourer under better conditions. But 
when we take into consideration the magnitude of the problem 
the few instances of improvement pale into insignific~~ce. 
Sanitation and Recreation. It has already been noted 
that factory labourers live under most unwholesome conditions. 
With regard to sanitation, the dwellings of the factory la-
bourers are very undesirable. It is usually in such places 
that epidemics like cholera, plague and malaria break out. 
It has been found that infant mortality is higher in the in-
dustrial centres than in the villages. There are no recrea~ 
tion facilities in most of the industrial centres, and con-
sequently they have become notorious for drinking, gambling, 
and commercialised prostitution. A considerable part of the 
wages o~ the labourer is spent on one or other of these items, 
with the result that very little is left for other expenses. 
Most of the factory labourers are in debt to money lenders. 
They come to the factory centres with the prospect of making 
1. Bombay Working Class Budget, 1921-22, pp. 23-24. 
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money, but when they leave it, they go because they are tor-
mented by the loan-shark. 
Condi tiona of Work and Hours of Work. The cono.i tions 
under which the factory labourer works are about as wretched 
as the conditions under which he lives. Most of the mills 
and factories in India are built with utter disregard of 
local climatic conditions. Both their general layout and 
arrangements for ventilation· are notoriously defective. The 
conditions of work sxe particularly appalling in most of the 
cotton mills, where lack of scientific control of so danger-
ous a process as artificial humidification creates an atmos-
phere that ultimately plays havoc with the health of the 
operatives, In many places there are no proper toilet and 
sanitary arrangements. The hours of work at the present time 
are based on the provisions of the Factory Act of 19221 which 
prescribed a maximum of eleven hours per day and sixty hours 
per week in the case of adults and six hours per day in the 
case of children. 1 While the provisions of this act with 
regard to hours of work are closely followed in the important 
industrial centres, like Bombay, Calcutta, and Cawnpore, 
where labour activities are better organized than in out-of-
the-way places and small factories, long hours of work are 
not rare. 
1. Indian Factory Act of 1922. 
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Efficiency of Indian Factory Labour. From what has 
been said above regarding Indian factory l abour, we need not 
go f ar to determine its effici ency. In the first place, the 
. . 
Indian labourer is drawn from the lowest stratum of society; 
he is uneducated and illiterate; he moves to the factory 
centres to seek relief from bad agricultural conditions, 
hoping to go back to the village as soon as agricultural con-
ditions are good. He is thus migratory, irregular and un-
steady; likes to take things easy, and chafes at the rigor-
ous discipline of the factory as compared with the easier 
method of the field. His standard of living is very low, and 
he lives under very unhealthy conditions. In a word, he is 
inefficient in total output of commodities as compared with 
the Western factory worker. The Indian Factory Labour Com-
mission of 1908 reported that: 
The Indian factory worker is in general in-
capable of prolonged and int ense effort. He may 
work hard for a comparatively short period, but 
even in such cases the standard obtained is much 
below what would be expected in similar circum-
stanc.es in any European country. His natural in-
clination is to spread the work he has to do over 
a long period of time, working in a leisurely man-
ner throughout and taki ng intervals of rest when-
ever he feels disinclined for further exertion.l 
It i s interesting to note a few statistics concerning 
the efficiency of the Indian factory worker compared with that 
of the Westerner. Sir Clement Simpson of Binny & Co. of Madras 
1. Indian Factory Commission, 1908. 
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estimated one hand in Lancashire as equal to 2.67 hands in 
an Indian cotton mill. The mill owners of Bombay and Ahme-
dabad believe that they require four operatives as against 
one in England. The evidence before the Whitley Commission 
tended to show that the jute mill owners of Calcutta regard 
the Dundee workers as three times as efficient as their own 
operatives. The Tatas think that they have to employ five 
workmen at Jamshedpur for one employed in Europe; and Sir 
Alexander McRobert of Cawnpore in his evidence before the In-
dustrial Commission expressed the opinion that on an average 
3.5 workmen in India were equal to one in England. 1 A com-
parison of efficiency in this manner is very misleading, 
for we must take into consideration other factors - the wages, 
the standard of living, the use of up-to-date machinery in 
the factory, the conditions of work and the natural environ-
ment. But even when such factors are taken into considera-
tion we must admit that the factory labourer is inefficient. 
Another peculiar feature of Indian factory labour is that a 
rise in wages augments inefficiency. 
The Trade Union Movement. The Labour Movement in India 
is still in its infancy. It first came into existence in 
Madras in April 1918 to combat the pressure of high prices 
during the latter part of the war. Since then it has spread 
to different industrial centres, with the result that the 
1. P. P. Pillai, QQ• cit., PP• 238,239. 
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movement is not only nation-wide but has also a central 
unifying organisation known as the All-India Trade Union. 
Judging by its activities one cannot say it has done much for 
the improvement of labour conditi ons. It has taken a leading 
part in strikes, but has done very little for the ameliora-
tion of labour. The chief defects and handicaps of the 
Labour Union in India today are: their coffers are empty; 
their paying members are few; their executive bodies exercise 
little control over their members; their membership is very 
fluctuating, depending upon economic conditions; most of the 
workers are ignorant and illiterate; and there is the united 
opposition of the employers. 
The Leading Large Scale Indus tries of India 
A fair idea of the extent of industrial development 
in India can be formed from the following: 
Large Industrial Establishments in India (~) 
Kind of Establishment Number Persons 
employed 
I. Textiles - 753 827,441 
Cotton(Sp1nn1ng1 weaving 
and other factories) 398 515,813 
Jute Mills 104 280,968 
Silk Mills 49 7,050 
Woollen ~.Ulls 15 6,346 
II. Engineering - 888 220,587 
Dockyards 12 4,530 
Electrical Engineering 64 7,723 
General Engineering 305 45,116 
Railway Workshops 171 113,610 
Shipbuilding and Engineering 17 16,532 
Kind of Establishment 
III. Minerals and Metals -
Foundries 
Iron and Steel Mills 
Petroleum Refineries 
IV. Food, Drink and TobaccQ -
Flour Mills 
Rice Mills 
Sugar Factories 
Tea Factories 
Tobacco Factories 
V. Chemicals, Dyes, etc. -
Dyeing and Bleaching 
Chemicals 
Matches 
Oil Mills 
VI. Paper and Printing -
Paper Mills 
Printing, Book-binding, etc. 
Paper Pulp 
VII. Processes relating to Wood, -
Stone and Glass -
Tiles and Brick Factories 
Saw Mills 
Glass Factories 
VIII. Processes connected with Skins 
and Hides -
Leather and Shoes 
Tanneries 
IX. Gins and Presses -
Cotton Ginning and Baling 
Jute Presses 
X. Miscellaneous -
Grand Total 
Number 
144 
70 
8 
12 
2,957 
72 
1,380 
174 
994 
30 
514 
53 
23 
61 
245 
454 
9 
427 
1 
532 
138 
149 
50 
68 
11 
30 
2,729 
2,547 
104 
222 
9,261 
Persons 
employed 
56,159 
4,3?1 
34,653 
11,050 
257,584 
5,952 
78,900 
?2,935 
66,376 
11,936 
64,539 
?,362 
4,183 
21,440 
14,934 
48,622 
6,698 
40,284 
665 
87,066 
15,31? 
14,396 
6,953 
10,2?6 
4,250 
4,089 
216,233 
180,153 
31,887 
52,285 
1,840,792 
The large industrial establishments include 
all factories subject to the Indian Factories Act 
of 1934 •••• and also those establis~~ents in Indian 
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States which are considered to be of sufficient 
industrial importance, so f ar as it has been pos-
sible to procure information ••••• the principal 
classes •••• and only the main subclasses have been 
included in the above t able. Of the 9,261 large 
industrial establishments, 4,082 were seasonal, 
employing 363,703 persons, a~d 5,179 were perennial, 
employing 1,477,089 persons. 
Protection 1£ Industries 
On account of the competition of foreign industries 
in the Indian market, some of those mentioned in the above 
list were finding it difficult to exist; so they were given 
protection either in the form of a subsidy or in the form of 
protective duties levied on the goods corning from foreign 
countries. The industries which receive protection are the 
textile industry, the iron and steel industry, the tanning 
industry, the chemical industries and the paper industry. 
Glass and a few other industries also applied for protection, 
but the Government of India turned down the request on the 
ground that 
The absence of indigenous supplies of raw 
materials (namely soda ash) constitutes a ·· dis-
advantage to the industry which cannot possibly 
be balanced by any2advantages which it possesses in other respects. 
Discrimina~ory Protection. Since the costs of pro-
tection are great to the nation, India has adopted what is 
1. G. B. Jathar and s. G. Beri, Indian Economics, Vol. II, 
pp. 24-25. 
2. Ibid., p. 63. 
called "discriminatory protection". The broad features of 
the system are as follows: 
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(1) A small Tariff Board consisting of an official 
with administrative experience~ an economist, and a non-
official are appointed from year to year, as a rule, by the 
Government of India. 
(2) Any industry which i s a candidate for protection 
must, in the first instance, submit its case to the Govern-
ment of India. 
(3) If the Government of India finds that the case 
has some foundation, it is referred to the Tariff Board1 who 
conduct an elaborate inquiry and give their findings on cer-
tain special points relevant to the question of protection. 
(4) The Board issues a questionnaire and invites the 
views of all persons or firms interested in the enquiry as 
producers, consumers, or traders. On a careful examination 
of the data so collected the Board draws up the Report and 
submits it to the Government. 
(5) In recommending an industry for protection, the 
Board takes into consideration such facts as potential ad-
vantages in respect of raw material, labour supply, power 
and market, on account of which in the long run the industry 
can hold out good prospects of being efficient from the point 
of view of comparative costs and of offering its products at 
relatively cheap prices. The principal apparatus usually 
employed in the enquiry is a rigorous and searching analysis 
44 
of the data of comparative costs. 
(6) After a case has been established for protection 
as a result of the scrutiny of the Tariff Board, the Govern-
ment of India makes further investigation and analysis; if it 
agrees with the conclusions of t he Board, the recommendations 
are introduced in the form of a Bill in the Legislature, where 
it is discussed, amended or rejected clause by clause, till 
ultimately it emerges as an Act of the Legislature.! 
So exacting is the test of fitness required by the 
Board that thus far only eight industries - three of them of 
major -importance - have ·been able to pass. A far larger num-
ber, including the coal, petroleum, and glass-making indus-
tries, have been turnad down. 
1. R. K. Mukerjee, "Protection" by H. L. Day, Economic 
Problems Q! Modern India, Vol. I. 
CHAPTER III 
FINANCE AND INVESTMENT 
So long as manufacturing is carried on a cottage 
scale the amount of capital required is small. But when 
industries are established on a large scale and extensive 
use of machinery, raw material and man power is made, capi-
tal becomes an important adjunct of production. It is im-
possible for any one individual, howeverJrich he may be, 
to supply all the capital that is necessary for a giant in-
dustrial concern; and hence joint stock enterprise becomes 
almost inevitable. It is not only the industries that call 
for a large investment of wealth but also trade and commerce. 
India has many large scale ente~rises both industrial and 
commercial; therefore let us see from where the supply of 
capital comes for these various kinds of business under~ 
takings. 
The Amount of Capital Invested 
1n Indian-rndustrial and Commercial Enterprises 
Though the number of private enterprises is consider-
able when compared with joint stock enterprises in the country, 
concise data are not available concerning the amount of capi-
tal invested in them. As for the joint stock companies, they 
are of two kinds: Foreign Joint Stock Companies registered 
abroad but working in India, and Joint Stock Companies, 
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registered and working in India. The amount of capital in-
vested in companies of both descriptions is given below: 1 
The Number, Description and Capital of Foreign Joint Stock 
Companies Working in India During the Year 1925 
Comps.nies Number 
Banking & Loan 32 
Insurance 135 
Transit & Transport 34 
Trading & Mfg. 282 
Mills & Presses 26 
Tea & Plantation 210 
Mining & Quarrying 35 
Others 13 
Total 789 
Paid-up Capital 
~ 
161,264,616 
46,998,771 
74,693,834 
276,264,313 
6,160,730 
26,579,877 
20,357,677 
5,177,763 
617,497,581 
Debentures 
~ 
337,520 
6,456,307 
31,464,553 
91,447,904 
424,237 
2,552,467 
1,952,863 
679,306 
155,315,167 
The Number, Description and Capital of Joint Stock Companies 
Registered and Working in India. During the Year 1924-25 
Companies 
Banking, Loan & Insurance 
Transit & Transport 
Trading & Mfg. 
Mills & Presses 
Tea & Other Planting 
Mining & Quarrying 
Others 
Total 
Number 
Rs. 
1, 002 
217 
2,072 
739 
500 
358 
316 
5,204 
Paid-up Ca.-oita1 
Rs. 
20,48,93,364 
22,36,43,610 
87,59,52,865 
74,22,05,613 
10,81,95,301 
41,56,48,072 
18,47,45,755 
2,75,52,84,580 
But we should not suppose that ,this whole amount of 
2,755 million rupees represents the Indian capital invest-
ment - it is only a part of it. A certain amount has also 
1. H. R. Son1, .QJ2.• .ill• ;, Vol. I, PP• 177 1 178, 
been invested by foreigners in India. Soni writes in con-
nection with this: 
In the light of the fact that some or the 
most prosperous industries are almost entirely 
controlled by non-Indians, it would be scarcely 
an exaggeration to suggest that at least one-
third of the capital invested in the locally 
registered joint stock industria± enterprises 
in India belongs to non-Ind.ians. 
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Comparison of the Indian~ Foreign Capital Invest-
ment. When we compare the foreign investments in India with 
the indigenous investments, the figures fall almost into the 
shade. Assume that the whole of the capital invested in 
joint stock companies registered in India amounts to 2,755 
million rupees. If we convert the sterling investments in 
India into rupees for the sake of comparison, they amount to 
6 1 500 million rupees. Thus we see that the amount of foreign 
capital is very great. Indian capital investment is further 
weakened by the fact that the capital of joint stock compa-
nies registered in India with rupee capital cannot be de-
scribed as purely indigenous: a certain proportion, possibly 
more than 15 per cent, is foreign. The greatest achieve-
ments of indigenous capital are in the cotton mills, steel 
works and waterpower installations, and a few minor enter-
prises such as tanneries, sugar factories, paper mills, and 
cement works. Foreign capital, on the other. hand, has found 
its field in the jute mills of Bengal, the woollen mills and 
1. H. R. Soni, ~· cit., Voi. I, p. 170. 
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tanneries of Cawnpore, the largest engineering works in the 
various manufacturing centres, ship building, and in the most 
prosperous mining enterprises, such as coal, manganese, lead, 
petroleum, and tin. 
Causes for the Supremacy of Foreign Capital. Most of 
the foreign capital invested in India is in such enterprises 
as the Indians, owing to their lack of technical knowledge, 
cannot share; for example, mining, tea plantations, and en-
gineering industries. The Indians have never understood the 
science of coal or ore mining. Again, the Indians, at the 
outset, did not realise the potentialities of manufacturing 
industries such as wool, jute, and leather. Third, the for• 
eign and coastal trade of the country developed gradually, and 
keeping pace with its development arose the necessity for har-
bours and dock yards, for the building of ships, and for 
loading and unloading facilities. All these enterprises re-
quired an enormous amount of capital, organisation and up-to-
date technical knowledge; but as the Indians had none of 
these assets in the required proportion,. foreign banking 
insurance, shipping, and all sorts of foreign trading com-
panies came into existence to exploit this lucrative field. 
Fourth, the Indian people also lagged, because they were 
utterly wanting in courage, foresight, the spirit of inquiry, 
ano. enterprise. The ignorance and apathy displayed by the 
Indians themselves naturally encouraged the growth of foreign 
capital. Fifth, with regard to the conservatism of Indian 
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capital, its preference for safety rather than profit, close 
adherence to this policy of caution has led to the confine-
ment of industry within narrow and restricted bounds. Vari-
ous important minor industries having rich and extensive 
prospects, the establishment of which, in some cases, is 
vitally necessary to make India a self-contained economic 
unit, have been grossly neglected. Sixth, habit plays a 
large pe~t in the psychology of the investor. As the English-
man prefers to invest abroad and the Frenchman to invest in 
Government loans, so the Indian capitalist prefers to follow 
his ancestral tradition of rural trade and the financing of 
agriculture, where the profits are large and certain. Fi-
nally, the wide p~evalence of 'the hoarding habit and the ab-
sence of a well developed banking system in India are also 
responsible for the shyness of capital in industrial and com-
mercial establishments. A few figures will explain the posi-
tion. Although there are 2,675 towns in India with a popu-
lation of 5,000 inhabitants and over, up till about 1925 not 
more than · 300 of them could boast of a modern banking estab-
lishment.1 
A Survey £! the Present Banking Organisations 
A good deal has been said and written during recent 
years about the deficiency of banking facilities and the habit 
1. Statistical Abstract for British India, 1925, see Statis-
tical Tables relating to Banking in British India. 
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of hoarding bullion, usually with the object of proving that 
the lack of banking facilities in various parts of the coun-
try has directly and indirectly resulted in retarding the 
productive employment of capital in India. Let us therefore 
proceed to examine the organisation of banking in India and 
see how far the resources of the existing establishments fall 
short of the requirements of the country, and how the exten-
sion of facilities offered by these institutions is likely 
to influence the development of industries. 
The organised banking systems of India may be grouped 
under four classes: the Imperial Bank of India, the Exchange 
Banks, the Indian Joint Stock Banks, the Post Office Savings 
Banks, and the Cooperative Banks. As the ultimate object of 
the present enquiry is to form an estimate of the liquid 
capital resources of the country, we may conveniently add 
to the above list the Post Office Savings Banks. Before we 
begin an enquiry into the organisation and position of the 
organised banking institutions, a brief survey of the activ-
ities of the indigenous bankers would be worth while, for 
these too have played and are still playing an important part 
in the capital investment of the country. 
Indigenous Money Lenders and ~ Extent of Their 
Activities. Money-lending and banking trades have been known 
and practised in India from very early times: in fact, they 
are said to be as old as Indian civilization itself. These 
ancient bankers acted in much the same way as modern banks: 
They took deposits on agreed rates of interest, 
and lent money on the security of movable and 1m-
movable property ••••• In addition to that they some-
times actei as dealers in precious metals and as jewellers. 
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According to Prof. Findlay Shirra.s, even before the British 
era they had combined money-lending and finance with all 
sorts of trading operations, and at that time the entire 
trade of the country was financed by them. 2 And as far as 
these activities go, their position - making due allowance 
· for minor adjustments in consequence of the advent of organ-
ised banking during the past seventy- years - remains prac-
tically unchanged; for they are still to a very large extent 
responsible for financing the rural trade of the country, 
while even in large trade centres they play a very important 
part in ordinary commercial transactions. Their hundis or 
bills are described by Professor Shirras as 11 the most perfect 
portion of the purely Indian system"; and these bills, un-
recognised though they are by some of the banks controlled 
by foreigners, ne.vertheless play a more important part in 
India 1 s internal trade than probably all the bank cheques 
and drafts put together. Indeed, it would scarcely be an 
exaggeration to say tha t without these bills and_ their drawers 
the internal trade of the country would be half-paralysed 
under existing conditions. In the absence of trustworthy 
1. Prof. V. G. Kale, Indian Economics, p. 42. 
2. Prof. Findlay Shirras, Money and Banks, p. 59. 
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estimates, it is only from the above fe.cts that we can form 
an idea of the total amount of capital involved in these 
indigenous banking operations. We may now turn our atten-
tion to the organised banking operations. 
The Imoerial Bank of India. The three presidency 
banks of Bombay, Madras and Calcutta were amalgamated in 
1921 according to the provisions of the Imperial Bank of 
India Act, 1920, and are now known as the Imperial Bank of 
India. These Presidency Banks were joint stock concerns, 
and the scope of their activities was confined to certain 
well defined limits laid down in the Presidency Banks Act. 
Apart from performing the duties of ba~ker to the Government, 
they financed the internal trade of the country, took deposits 
and loaned on certain kinds of securities, and discounted, 
bought and sold certain kinds of negotiable trade documents. 
In return for various privileges in connection with the 
handling of Government deposits, they were required to con-
fine their operations to India alone, end were not allowed 
to transact foreign business, or even to borrow money outside 
India for their legitimate business. Even after the three 
banks were amalgamated, the policy and functions of the new 
bank remained practically the same. The only change in the 
rules which is at all worthy of mention appears to be that 
the Bank was allowed to open a Branch in London, under well 
defined regulations, and was permitted to raise funds abroad 
on the security of its assets. On the other hand, the Bank 
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was required to return the compliment by adding within five 
years 100 new branches to the existing 62 branches - estab-
lishments of the Presidency Banks in various parts of India. 
It was probably on account of this development that the pri-
vate deposits amounted to over ?78 million rupees in 1925. 
At the present time private deposits in this Bank average 
about 775 million rupees.l 
The Exchange Banks. These are ·foreign joint stock 
concerns, with branches scattered all over India and some-
times in Far Eastern countries. They specialise in financing 
the foreign trade of the country, although in recent years 
they are doing deposit business also. That these deposits 
have grown in size is evidenced by the fact that while in 
1900 the total deposit of all Exchange Banks secured in India 
amounted to 1050 lakhs of rupees, in 1936 it was 7503 lakhs.2 
Turning to the investment of the Banks 1 resources, so far as 
it concerns India, this, to a great extent, consists of the 
purchase of bills drawn against imports and exports to and 
from India. 
The Joint Stock Banks. These represent purely Indian 
capital and management. They confine their attention chiefly 
to the financing of the internal trade of the·country, although 
1. H. R. Soni, QE• ~., pp. 185, 186. 
2. Indian Year Book, 1939-40, p. 695. 
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during recent years they have shown a tendency to divert a 
small portion of their resources towards financing the ex-
port and import trades. Previous to 1906 there were few Banks 
of this description operating in India, and such as were then 
in existence were of comparatively small importance. As a 
result of the National Movement and also of the accumulation 
of wealth consequent upon the opening up of canal colonies 
in the Punjab, Joint Stock Banking in India received its im-
petus, and during the seven or eight years preceding 1913 
there was a rapid development of these banks. They made very 
great strides during the first few years of their existence, 
but a financial crisis occurred in 1913-14, when several of 
these banks went out of existence. Nearly sixty banks with 
a total paid-up capital of more than 14 million rupees were 
dissolved. 1 
Causes for Bank Failure. Since this banking crisis 
has had important repercussions on the development of Joint 
Stock banking in India, it is worth while to recapitulate 
some of the causes of this bank failure. The directors and 
managers were not trained in the art of banking. Doctors, 
lawyers, shopkeepers, and land proprietors 11popped up" to 
undertake the duties of directors and managers. The banks 
engaged in too many speculative enterprises. The ratio of 
the paid-up capital to the authorised was very small. The 
1. H. R. Soni, ~· cit., p. 187. 
bank reserves were too inadequate to meet the demands of the 
depositors. Some of the directors and managers were not 
honest . The accounts were not properly kept. The directors 
and managers borrowed money for themselves without any in-
tention of returning it in the future. The banks competed 
among themselves to attract depositors by paying high rates 
of interest. They lent money on the security of immovable 
property. Above all, the older banks were jealous of the 
activities of these newer banks and they. did not come to 
their aid at the time of crisis. The absence of a central 
bank was also a paramount cause f or the failure of these banks. 
Effect ~ ~ Failure. The growth of banking habits 
in India is, of course, of the utmost importance to the coun-
try's economic development. A startling bank failure of the 
kind described naturally retarded the growth of banks. Thus 
joint stock banking in India received a great setback. But 
one need not be very pessimistic about it; for during the 
very years when deposits in Indian joint stock banks dimin-
ished by nearly 30 per cent, those in the foreign controlled 
1 banks increased by nearly 10 per cent. Describing conditions 
1n India at the close of the War~ H. M. Trade Commissioner 
wrote in 1919: 
One of the most encouraging features of the 
past few years has been the readiness of Indian 
capital to subscribe to new industrial ventures, 
1. Statistical Abstract for British India, 1925, see Statis-
tical Tables relating to Banking in British India. 
provided there is confidence in the names of 
promoters and managing agents. There is at the 
present moment a decided industrial boom in 
India. Almost every flotation is heavily over-
subscribed, and the share! advance to a sub-
stantial premium at once. 
Their Present Condition. In 1936 the total capital 
of the Joint Stock Banks amounted to 848 lakhs o·f rupees; 
rese r ve 546 lakhs, and deposits 9814 lakhs.2 
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The Co-operative Banks. The cooperative banks were 
started in India to finance chiefly the agricultural industry. 
Although the movement was started during the early years of 
the present century, it did not make much progress until after 
1918-19 . The extent of the progress made may roughly be 
gauged by studying the fo llowing digures of banks with a 
capital and re s erve of Rs. 19,00,000 and over. In 1916-17 
there were only 23 Co-operative Banks of this .type in the 
country, with a total paid-up capital of Rs. 311 35,000 and 
the deposits and the loans received by them from their mem-
bers amounted to only Rs. 1,74,48,000 during that year. I n 
1925-26 there were 108 large Cooperative Banks, with a t otal 
paid-up capital of Rs. 21 00,97,000, and at the end of that 
year no less an amount than Rs. 14 1 34,84;000 was shown in 
their loan and deposit accounts. 3 These figures are important 
1. Report on the Conditions and Prospects of British Trade !!1 Indiaat the Close of the War, 1919,p. 110. 
2. Indian Year Book, 1939-40, p. 697. 
3. H. R. Soni 1 2£• £!!., pp. 189, 190. 
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not as representing any marvellous achievement, but taking 
into consideration that the movement is still in its infancy, 
es indicative of the scope that cooperation offers for at-
tracting the idle hoard of the peasant and making it avail-
able for productive purposes. 
The Post Office Savings Ba~~s. With a view to culti-
vate thrift and banking habits among the poor and lower mid-
dle class people, the Government of India opened in all parts 
of India in 1882-83 Post Office Savings Banks, so called be-
cause they are a part of the organisation of the Post Office. 
The deposits in these Savings Banks form a part of the un-
funded debt of the Government of India. These banks, on 
account of their security and convenience, have become very 
popular among the public. In 1885-86 there were 155,000 de-
posito.rs, with a total deposit of Rs. 2,25,46 1 000. On Mar. 311 
1938 there were 31 7861 000 Savings Banks, with a total balance 
1 
of Rs. 774.9 millions. 
Recapitulation. A brief survey of the banking organ-
isations of the country has led us to the following conclu-
sions: That there is inadequacy of banking vacilities. That 
in spite of the banking crisis of 1913-14 the banking habit 
among the people is steadily growing. (In 1926 the total de-
posits in Imperial and Joint Stock Banks amounted to 
1. Indian Year ~~ 1939-40, p. 639. 
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1 1 40 1 03 1 08 1 000 rupees, while in 1935 they totalled 
1 1 63,53 1 78,000 rupees.l) That the available banking figures 
do not by any means correctly indicate the entire banking 
position in the country, inasmuch as they leave out of ac-
count the indigenous banking system. (The amount lodged 
with native bankers must be in the aggregate considerable, 
though there are absolutely no means of ascertaining how much 
they come to.) That the habit of hoarding is universal. (If 
these hoards were properly tapped they would be an immense 
investment resource to the country.) That assuming the en-
tire capital represented by deposits in various kinds of bank-
ing establishments is available for industrial development, 
the amount will not be more than about 51 000 million rupees. 
Thus we shall have to turn our attention in some other direc-
tion. 
Hoarding of Precious Metals. Since we are considering 
in this section the present financial condition of India, 
brief mention of 11hoards 11 and the "hoarding of precious metals" 
will not be out of place. It is impossible to offer an esti-
mate with regard to the amount of capital lying dormant in 
these world-famous hoards. If by hoarding of wealth is meant 
the storing away of coins and paper currency, the total amount 
involved therein is small. Soni writes: 
1. Statistical Abstract for British India, 69th Number, 1938, 
p. '579. 
Every Indian and foreigner who has walked 
about in India with open eyes and who has made 
a critical study of the psychology of the upper, 
upper middle and middle classes in the country 
will bear testimony to , the fact that among these 
people hoarding has already disappeared and that 
the only cash to be found in their private coffers 
is that for current expenditure; and by no stretch 
of imagination may this practice be described as 
hoarding ••••• In every stratum of Indian society 
there are to be found producers of wealth who for 
one reason or another prefer to hoard their savings 
rather than to employ them for further production 
of wealth; but, taken as a whole, such men are com-
paratively few, and their means are so small that 
all their hoards put together are not expected to 
yield m£re than two or three thousand million 
rupees. 
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But we cannot deny the fact that there is hoarding of another 
kind: hoarding of precious metals. Some idea of the poten-
tialities of this reservoir of idle wealth may be formed by 
taking into account the annual consumption of gold and silver 
in the country. For that purpose we must not regard the im-
ported gold and silver merely as commodities sent by foreign 
countries in exchange for a part of goods exported from India; 
we must consider them as representing annual additions to 
India's investment capital. If we take import statistics of 
bullion and coin for the past 50 years, the average works out 
at well over 200 million rupees a year. If this imported 
treasure had been invested in various kinds or industrial and 
commercial enterprises, it would have done considerable good 
to the country. As it is, these enormous reserves of capital 
have been employed for purely decorative purposes. No one 
1. H. R. Soni, .QJ2.• .Q.ll., pp. 194, 197. 
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can calculate the extent of the loss suffered by India through 
the operation of these primitive practices. It is evident, 
therefore, that the future of the investment of capital for 
industrial and commercial purposes lies in tapping these 
enormous hoards of wealth. How this hoard can be mobilised 
is discussed in another section of this dissertation. 
Flotation Q[ Joint Stock Companies in India. Finan-
cial investment need not necessarily take place through the 
kind of banks that we have studied so far. As a matter of 
fact most of these banks are organised chiefly to supply the 
circulating or working capital; they can supply funds only 
for a short period. Hence we must look for some other agency 
which will supply fixed capital. In the industrialised coun-
tries of the world such capital is subscribed by the indus-
trial banks, holding companies, investment bankers, invest-
ment trusts, and by private individuals. Promotion of a con-
cern and its financial underte~ings are two separate functions 
and are done by different bodies. But in India, on account 
of the absence of promotion houses and the comparative back-
wardness of industrial and commercial enterprises, both pro-
motion of concerns a~d financial underta~ings had to be under-
taken by a class of people known as Managing Agents. Nor are 
there any agencies of the type we have described above. 
The Managing Agency System 
In all the industrialised countries of the world the 
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promotion houses serve as an important lin_k between the 
discovery of an idea for the establishment of an industry 
and the final coming into existence of the corporation. But 
once the industry is organised the promoters cease to take 
an active part in its administration or management; this 
duty devolves on the directors of the corporation. In India 
there are no promotion houses. The various large-scale 
enterprises that are operating in India today were started 
by the English or the Indian Managing agents, who not only 
financed the initial costs appurtenant to an industry but 
when the corporation was formed subscribed to most of the 
shares and appointed themselves directors or managers of the 
industry. Thus, at the present time, most of the industries 
are directly or indirectly under the influence of the Man-
aging Agents. 
Who Are These Managing Agents? The managing agents 
are representatives of the commercial interests of England 
in India. As they go about in the country they discover many 
opportunities for industrial enterprise; they invest their 
own money end start different industries. Thus the tea 
plantation and jute industry owe their existence to the Man-
aging Agents. The Indian merchants who were engaged in com-
merce did not fail to realise the advantage of starting some 
industries of their own; thus they too started cotton indus-
tries, oil factories, and some hydro-electric schemes. The 
managing agency is a private partnership of three or four 
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members, usually related to each other. The ownership of 
the agency in many cases is governed by the hereditary prin-
ciple. 
Defects of the Menaging Agency System. Although the 
managing agency system has done a great deal for the devel- . 
opment and financing of industry, barring which the economic 
development of India would have been even slower, there are 
many disadvantages connected with it. The hereditary prin-
ciple of the managing agency results in the management of the 
corporation falling into the hands of incompetent persons. 
The managing agents have also been charged with taking secret 
commissions in the course of buying and selling transactions. 
It tends to make the shareholders powerless and irresponsible 
and therefore unwilling to make sacrifices for the company or 
invest more money in the business. It also favours excessive 
conservatism and lack of enterprise. 
Indian Comnanies A£1, 1936. As a result of the re-
commendation of the Tariff Board in 1932, the legislative 
assembly has amended considerably the Indian Companies Act, 
so as to remove the evils of the managing agency system. The 
effect of the amendment has been to limit the term of office 
of a managing agent to twenty years; to restrict the transfer 
of his office, and to assign his remuneration; and to prohibit 
the grant of loans to and purchase of debentures from one com-
pany by another under the same managing agents. 
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Stock Exchange Market 
In view of the fact that there e~e no investment 
banks, issue and house investment trusts, and other media 
through which the public can invest their funds, the impor-
tance of the stock exchange is great in India. Furthermore, 
the stock exchange occupies a significant place in the modern 
industrial world. It provides a continuous and open marke.t . 
for the purchase and sale of securities; it enables investors 
to know the price of their securities from day to dgy; it 
directs the flow of capital from unprofitable to profitable 
industries; 1 it also renders useful service through .its list-
ing regulations, Great as is the importance and need of the 
stock exchange for India, there are only two organised markets 
in the country: one in Bombay, and the other in Calcutta. 
Bombay Stock Exchange. The Bombay Stock Exchange was 
established in 1887, and deals today with various kinds of 
scrip, like cotton mills, iron and steel, hydro-electric, 
cement, light railways, sugar, and the like. The rules con-
cerning membership and the conduct of business, etc., are very 
stringent. For example, a new member is admitted into the 
stock exchange only if he is supported by three-fourths of 
the members of the Board and the initial membership fee is 
very high - Rs. 30,000. 
1. Samant and Mulky, Organisation~ Finance of Industries 
in India (Bombay, London, etc.: Longmans, Green and Co. 
Ltd., 1937), P• 195. 
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Dealings on the Bombay Stock Exchange are of two 
types: Ready and Forward. The ready list contains the 
shares of banks and railways, preference shares and debent-
ures of companies. The forward list consists mainly of ordi-
nary shares of industrial companies which are earning divi-
dends or which might have earned dividends in the past. 
The two most important defects of the Bombay Stock 
Exchange are speculation and corners. During the last war 
end the post-war periods there was considerable speculation 
in the various kinds of stocks that were floated. The result 
was that when the crash came there was an all-round depres-
sion. From time to time rules and regulations are laid down 
preventing speculation, but in spite of them it puts in its 
appearance during the boom periods. Similarly, corners too 
are of common occurrence. To prevent their occurrence the 
Board of Directors have been invested with the power of inter-
ference and price fixing. But whether price fixing is a de-
sirable method is a questionable proposition. It cannot be 
denied that the corners in the Bombay Share Market are created 
·by the activities of the bears end that the only method to 
combat corners is to put a check on their operations. 
The Calcutta Stock Exchange. The Calcutta Stock Ex-
change Association was formed in 1908, though before this date 
dealings in shares were carried on by a few brokers in the 
open. The total nmnber of members including partners and 
assistants of member firms is at present a little above 500. 
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A person wishing to become a member must purchase a share 
from an existing member who intends to resign, and pay an 
admission fee of Rs. 51 000. The Calcutta Stock Exchange has 
no settlement days like the Bombay and London Stock Exchanges. 
The transactions are on a cash basis. Delivery is due on the 
second day after the contract is made, and sales of securities 
are effected for the most part under blank transfers. It is 
usually supposed that in the absence of the settlement days, 
business on the stock exchange is apt to run smoothly. But 
it is not so on the Calcutta Stock Exchange. Months sometimes 
pass before the shares are actually delivered. The present 
system is defective and there is room for much improvement. 1 
Financial Assistance £[ the State 
The inadequacy of the financial institutions, the small 
number of banks and the shyness of Indian capital for new 
enterprises have made financial assistance to industries by 
the State a paramount necessity. Until 1918, however, but 
' 
little progress was made by the State in supplying capital to 
industries. The Reform Act of 1918 left to the Provincial 
Governments the development of industry, including education 
and industrial research. The Government of India was allo-
cated the development of industry in a general and indirect 
way. Thus the main activity of the State was in the provinces. 
1. Samant and Mulky, ~·, p. 220. 
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It must be noted 1 however1 that the Central Government could 
assist industry directly by me~~s of tariffs, stores 1 pur-
chases and bounties, and the achievements of the past few 
years show that an advance has been made in this direction. 
Financial Assistance ~ the Provincial Governments. 
Since 1921 many of the provincial governments have assumed 
the responsibility of supplying capital to industry. It is 
not here necessary to describe in detail the kind of assist-
ance offered by different Provinces. A general feature of 
the aid given will serve the purpose. The important provinces 
to be mentioned in this connection are Madras, Behar, the Pun-
jab1 and United Provinces. 
Features of the Provincial Government Assistance to 
Industries. Loans are extended new or nascent industries1 
industries in an undeveloped area, and cottage industries. 
Assistance is given in the following ways: (1) granting a 
loan1 (2) guaranteeing a cash credit over draft or fixed ad-
vance with a bank 1 (3) paying a subsidy for the conduct of 
research or for the purchase of machinery 1 (4) subscribing 
shares or debentures, (5) guaranteeing a minimum return on 
part of the capital of a joint stock company, (6) making a 
grant on favourable terms of land1 raw materials, and fire-
wood belonging to the local government, (7) supplying ma-
chinery on the hire purchase system. 
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Kinds of Industries That Have Been =A=s=s=i=s.-.t=ed~. Manu-
facture of chemicals, dry battery cells, razor blades, elec-
tric motors, power weaving, oil milling, saw milling, tanning, 
comb manufacture, fire brick-baking, soap, printing, furniture, 
pottery end tennis gut. From the list of industries given it 
is evident that both large and small scale industries are 
helped by the Government. 
Result of State Aid. Here and there state aid to in-
dustries has failed in the sense that the Governments have 
not been able to realise the money that they have advanced to 
the various kinds of industries. But on the whole, from the 
little that has been done a great deal of benefit has been 
derived. 
Conclusion. Reconstruction of industrial finance is 
a Himalayan task. It is almost impossible for the state alone 
to supply all the needed capital to industry. Our objective, 
therefore, must be the proper marshalling of present finan-
cial resources and the creation of new institutions. Only 
when both these forces are co-ordinated with state aid will 
sufficient financial help be forthcoming for the industrial 
and commercial growth of the country. 
CHAPTER IV 
TRADE 
The study of India's trade may conveniently be classi-
fied under foreign trade and internal trade. 
Foreign Trade 
A reference to the history of the foreign trade of 
India gives ~ple proof of the fact that from time immemorial 
external trade formed one of the significant bases of Indian 
economy. But until the opening of an all-sea route to India 
via the Cape of Good Hope, much of this foreign trade consisted 
of articles of luxury and manufactured goods. Even for some 
time after the discovery of the all-sea route, most of the 
European traders were attracted to India because of the lucra-
tive trade in linens and calicoes, jewels, embroideries, 
woollen and silk manufactures, and not on account of raw 
materials. The East India Company, which specialised in the 
sale of these goods in England and Europe, in its own interest 
encouraged Indian industries. The Industrial Revolution in 
England, however, brought · about a complete reversal in this 
foreign trade. English manufacturers now began to seek markets 
for their finished commodities, in return for which they de-
manded raw materials to supply their machines, and food to 
nourish the labourers. They consequently not only closed their 
doors against Indian textiles and other manufactured commodities, 
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but began to sell their own cotton and iron and steel goods 
in the Indian market. Henceforward India began to receive 
those very commodities as imports which had hitherto bulked 
so large in her export trade. The year 1869, when the Suez 
Canal was thrown open for navigation, marks for all practical 
purposes the beginning of the modern period in the history of 
Indian trade. 
Factors Contributing to ~ Exoansion of India 1 s 
Foreign Trade. Besides the Industrial Revolution and the 
opening of the Suez Canal there were other factors that en-
hanced India 1s foreign trade: i.e., the establishment of 
peace and order under the British Government, which made pos-
sible the pursuit of agriculture and other industries; im-
proved means of communication and transportation, which opened 
up new areas for plantation and agriculture and also encour-
aged different kinds of mining industries; also the develop-
ment of irrigation facilities, which not only made areas of 
precarious rainfall immune to famine but brought arid lands 
under cultivation and made feasible the raising of two or 
three crops a year where formerly only one crop was grown; 
wh~le the replacement of barter by money economy gave further 
inducement to cultivation. Side by side with the development 
in transport was the progress made in banking. All those 
nations desirous of trading in India established branches 
of the banks of their country in this land. There was also 
a significant improvement in the size and speed of the 
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merchant marine. Trade organisations and export houses came 
into being. Over and above all these things was the develop-
ment of rapid means of communication between India and the 
Occident. 
The Present Position and Nature £r India's Foreign 
Trade. In 1937-38 India exported goods worth Rs. 180,92,42,000 
1 and imported goods worth Rs. 173,78,76,000. The first thing 
to keep in mind concerning India's foreign trade is that in 
normal times her visible exports are greater than her visible 
imports. Second, her export trade consists chiefly of raw 
materials and food stuffs and her import trade of manufactured 
commodities. Third, the balance between her export and import 
trade is struck by the importation of specie and invisible 
imports. Fourth, most of these invisible imports are from 
the United Kingdom, giving rise to the most heated controversy 
over the q_uestion of 11 drain. 11 Fifth, with regard to both ex-
ports and imports, the share of Great Britain is comparatively 
the largest. Sixth, most of India's foreign trade is sea-
borne and a very small part of it is trans-fronties. Finally, 
a part of the foreign trade is in the nature of re-exports. 
Analysis of Exports and Imports. To elucidate the 
one-sided development of India's economic life it is needful 
to analyse her foreign trade. The percentage of important 
1. Indian Year Book, 1939-40, pp. 830,836. 
im]2orts of merchandise in 1936-37 was 
Cotton and cotton goods 
Machinery and mill work 
Metals and ores 
Oils 
Vehicles 
Instruments, apparatus and. 
appliances 
Artificial silk 
The percentage of important exnortsl: 
Cotton, raw and. waste 
Cotton manufacture 
Jute, raw 
Jute manufacture 
Tea 
Seeds 
Grain, pulse and flour 
Metals and ores 
Leather 
Hide and skin, raw 
as follows: 
18.63 p.c. 
11.29 
" 7.73 II 
5.79 n 
5.25 II 
4.15 II 
3.08 II 
23.03 p c. 
1.93 
7.53 
14.25 
10.22 
9.42 
7.84 
4.09 
3.75 
2.26 
On the side of imports it should be noted that most 
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of the articles are manufactured goods ; whereas on the side 
of exports, with the exception of a few items, the preponder-
ance is raw materials and food stuffs. From this feature of 
India 's foreign trade certain conclusions follow: as it is 
generally much more difficult to find a suitable market for 
manufactured commodities than for raw materials and food 
stuffs, in the making of trade agreements with foreign coun-
tries India has the upper hand. As between raw materials 
and food stuffs, the importance of raw materials is much 
greater. Food items amount to only about ten ~er cent of the 
1. Review of the Trade of India, 1936-37 
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entire value of exports. Thus it is clear that from an en-
tirely commercial point of view it is more important to con-
centrate on raw materials than on food stuffs. 
The Direction and Distribution of India's Foreign 
Trade. Having analysed the various commodities that enter 
into India 1s foreign trade and their relative importance, let 
us now see the direction of her trade. The following table 
shows the percentage shares of some of the most .important 
foreign countries in India 1 s total trade. 1 
Exports and Imports 1936-37 (Percentage) 
United Kingdom 
Germany 
Japan 
U.S. A. 
France 
Belgium 
Iran, Arabia, etc. 
Imports Exports 
38.4 
9.7 
17.0 
6.5 
0.9 
2.2 
2.9 
32.2 
4.7 
15.0 
9.5 
3.9 
3.6 
3.8 
The exports and imports of India are chiefly from or to the 
United Kingdom. The imports are chiefly from the countries 
above designated, whereas the eA~orts are fairly well dis-
tributed. It follows from this that in adopting the policy 
of Imperial Preference, India should be very careful to see 
that she _does not unnecessarily hurt the feelings of her 
valued customers outside the preference zone. 
1. Jathar and Beri, Indian Economics (Fifth Edition) Vol. II, 
pp. 251, 252. 
Trends in India's Foreign Trade. 1 If one makes a 
close survey of India's foreign trade, he can see certain 
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definite trends. On the import side there is a gradual de-
cline in the import trade from Britain. Thus in 1926•27 the 
import trade from Britain was 47.8 per cent of the total im-
port trade. In 1936-37 it was only 38.4 per cent. There is 
a progressive improvement in the import trade from the United 
States of America, Japan, and Germany, and the last-named 
country has almost regained her pre-war position. Her share, 
which in the pre-war year 1913-14 was 6.9 per cent, had de-
clined to 5.1 per cent in 1922-23, but in 1936-37 her position 
was 6.5 per cent. On the export side there is a definite ten-
dency towards diversion, away from the United Kingdom, al-
though as a result of the Ottawa Agreement this tendency is 
not easily discernible. Though the United Kingdom is still 
the principal supplier of cotton manufactures to India her 
share steadily decreased from 71.3 per cent in 1928-29 to 
50.7 per cent in 1936-37 as against 90.1 per cent in 1913-14; 
and that of Japan increased from 18.3 per cent in 1928-29 to 
43.2 per cent during the same period as against 1.8 per cent 
in 1913-14; the increases being mainly in cotton twist and 
yarn and gray and colored goods. The United Kingdom has lost 
ground during post-War years in the supply of iron· and steel 
machinery and hardware to the United States, Germany, Belgium, 
1. See also Vera Anstey, Trade of the Indian Ocean, (London, 
New York, etc.: Longmans, Green and Co. 1929), pp. 74-79. 
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and even Japan, though she is the largest single supplier, 
especially of iron and steel and machinery. In motor vehicles 
the · share of the United Kingdom rose from 41.7 per cent in 
1935-36 to 41.9 ~er cent in 1936-37, and that of the u.s.A. 
from 35.5 per cent to 38 per cent during the same year. On 
the export side, the United Kingdom is by far the largest 
single customer for Indian tea, taking 85.6 per cent of the 
total exports in 1936-37. Of raw jute, the United Kingdom 
absorbed 23.6 per cent in 1936-37. Among the European coun-
tries, Germany and Spain considerably reduced their partici-
pation, while the share of France, Belgium and Italy increased. 
In the case of jute manufactures America, as usual·, was the 
principal outlet, but her relative share fell from 32.1 per 
cent to 31.99 per cent, while that of the United Kingdom and 
of Argentina increased. In raw cotton Japan is the heaviest 
buyer. The relative share of the United Kingdom increased 
from 13.4 per cent in 1935-36 to 14.2 per cent in 1936-37.1 
Another significant trend in India's foreign trade is the 
gradual fall in imports and the progressive increase in the 
export of manufactured commodities. It is also important to 
notice that the size of the visible balance of trade is 
diminishing every year. 
Trade Agreements 
It is not very difficult to prove from economic history 
1. Jathar e~d Beri, ££• cit., Vol. II, pp. 255-261. 
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that even during the days of free trade between different 
countries there was some kind of trade agreement. There are 
different kinds of trade agreements; but the most common ones 
are the "most-favoured nation" and the "bilateral" trade 
agreements. In recent years Italy and Germany have taken 
the lead in concluding bilateral trade agreements; otherwise 
the most common agreements contain the "most-favoured nation" 
clause. 
India's Trade Agreements. India, being a part of the 
British Empire, has followed the policy of Imperial Prefer-
ence in her trade relations. The Ottawa Pact, however, which 
was concluded between the imperialistic countries on August 20, 
1932, was abrogated on March 30, 1936, by the Indian Legisla-
tive Assembly, as it was considered not very favourable to 
the commerce of India. From time to time various other trade 
agreements have been discussed between the Bombay Textile 
Interests on one hand and the Lancashire Textile Interests 
on the other; i.e., between India and Britain. The Bombay-
Lancashire Textile Agreement (Mody-Lees Pact) was concluded 
on October 8, 1933 and was to remain in operation till 
December 31, 1935. The chief terms were that there should 
be a lower duty on Lancashire cotton goods; that Lancashire 
industries should buy a certain amount of Indian raw cotton; 
and that the Lancashire cotton trade should not be detri-
mental to Indian textile industries. Accordingly lower duties 
were levied on Lancashire goods up to 1935, until the time of 
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the expiration of the Bombay-Lancashire Textile Agreement. 
Since then a good deal of negotiation has been going on be-
tween the textile _interests of both countries, but they have 
not come to any definite settlement. It looks as though both 
the parties were anxious to get the better of the bargain. 
The Indo-British Trade Agreement, 1935. This agree-
ment was supplementary to the Ottawa Trade Agreement. One of 
its terms was the imposition of lower. duty on British goods 
whenever possible. Britain, in turn, promised to encourage 
Indian exports, especially cotton. The Indo-British Agree-
ment had a hostile reception in the country. The business 
community felt aggrieved that commercial opinion in India 
had not been consulted. The Legislative Assembly passed a 
resolution for its termination January, 1935. 
The Indo-Jananese Trade Agreement·. This agreement 
first originated in 1934, and, reviewed in 1937, is the only 
trade agreement that is still in operation. According to its 
terms, India is to buy annually 283 million yards of cotton 
fabrics from Japan and in turn sell one million bales1 of raw 
cotton. 
Trend Towards "Bilateral" Trade Agreement in India. 
In her trade agreements, whether with Japan or Britain~ India 
hitherto adopted the 11most-favoured nations" clause. But now 
1. Jathar and Beri, QQ• cit., Vol. II, p. 647 
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the trend seems to be in fs.vour of the 11 bilateral 11 trac1e 
agreement. A resolution passed by the Legislative Assembly 
in this connection is worth quoting here: 
The assembly further recommends that' the 
Government of India should immediately examine 
the trend of the trade of India with various 
other important countries snd the United King-
dom and investigate the possibility of entering 
into such bilateral trade treaties with them, 
whenever and wherever possible to bring about 
the expansion of the export trade of India in 
those markets and submit such tretty or treaties 
for the approval of the assembly. 
Internal Trade. Important as is the foreign trade of 
India, her industrial and agricultural development is depend-
ant more upon internal trade. Even today the internal trade 
is much more important than the foreign. This is not sur-
prising in view of the continental dimensions of the country, 
her teeming population, her diversity of physical and climatic 
conditions, and her vast and ve~ied natural resources. But 
so far as the inland trade proper goes, for some years there 
was scarcely available information beyond the statistics of 
the goods traffic of railways. It is only since April 1933 
that the Government of India has begun issuing once again 
"Accounts relating to the Inland Trade of India- every month." 
The internal trade of the country is handicapped not only by 
the lack of proper statistical resources, but also on account 
of inadequate Commercial Intelligence and Trade Organisation. 
1. Requoted from Jathar and Beri, ou. cit., Vol. II, p. 640. 
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Not a little of the prosperity of countries like Germany, 
Japan and the U.S.A. is ewing to their excellent system of 
commercial intelligence. In order that the Commercial Intel-
ligence Department may function .effectively there is the need 
also of clearly defined channels through which information 
may be supplied. Following the recommendation of the Indus-
1 trial Commission the Government of India has begun appoint-
ing Trade Commissioners in different countries since 1930. 
Today there are Trade Commissioners at Hamburg, Milan, Osaka 
in Japan, Mombasa in East Africa, and New York. Besides the 
port cities like Bombay, Calcutta, Madras and Karachi, which 
are no doubt the great centres of trade and commerce, there 
are many other inland cities like Cawnpore, Nagpur, Delhi 
and Lahore, which are commercially important. There are also 
many non-official commercial organizations such as the Asso-
ciated Chamber of Commerce of India. Their membership, ex-
cept in Bombay, is preponderantly European, though open to 
Indians also. There are also purely Indian Associations, 
such as the Bengal National Chamber of Commerce. The future 
prosperity of the inland trade of India depends upon the 
strengthening of these various commercial organizations, the 
proper functioning of the Commercial Intelligence Department 
and the development of feeder roads and railways. 
1. Industrial Commission Report, 1916-18, para. 180. 
CHAPTER V 
TRANSPORT AND MFANS OF COMMUNICATION 
Means of communication and transportation are an im-
portant adjunct to the development of industry, trade and 
commerce, and their need becomes all the more significant 
when vast areas of land have to be traversed and the dis-
tantly located provinces have to be interconnected. India 
being a vast country, the problem of developing adequate 
means of communication has always been paramount. That the 
Hindu and Moslem rulers were alive to this great necessity 
is evidenced by the fact that they constructed so many navi-
gable canals and roads and spent a vast amount of money on 
their upkeep. The British Government also has taken a special 
interest in developing modern means of communication and 
transportation. Today, from the standpoint of railway con-
construction, India holds third place in the world. 
Various Means of Communicati n and Transport in India. 
Ino.ia has become the epitome of all classes of transport. 
There are the pack animals of the mountains and the desert; 
the bullock carts of the trackless agricultural areas; the 
country boats and craft of alluvial water courses; the big 
freighters and passenger boats that ply all along the coast 
and between different parts of the world; the railways that 
link up the ports with important inland towns and trading 
centres; the motor cars tha t render door-to-door conveyance; 
the post and telegraph and telephone and aeroplane, which 
have r educed bar r iers of long distance to a minimum. 
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The Economic Effect of the Me ans of Communication and 
Transport. Means of communication and transportation have 
revolutionised the economic life of the country. The self-
sufficiency and isolation of the villages has been broken 
down. Prices of agricultural commodities have become uniform 
throughout the country. A better distribution of the popu-
lation has been br ought about by reducing the pressure of 
population on the soil and helping the villagers to move to 
the factory centres. The na ture of the famine problem has 
been changed - fenine today does not mean scarcity of food 
supply~ but want of purchasing power. By means of communi-
cation the standaro_ of living he.s b'een raised. Factory-made 
goods are supplied cheaply. Travel from one part of the 
country to another has become safe, quiclc and inexpensive. 
The value of l and has increased. The industrial development 
of the country has been furthered. On the other hand, there 
has been the decay and destruction of the cottage industries. 
The natural drainage of the country, too, has been upset by 
the destruction o:f :forests and consequent increa.se of ravine 
lands. 
Classi?ication. Scientific study of the means of 
communication and transportation can broadly be classified 
under t wo heads: land transportation and water transpor t a t i on. 
Railwa:vs 
Among the various means of land transport, railways 
are the most important. Railway construction in India has 
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had a very chequered career, depending upon the government 
policy. There was a time when the private companies under-
too~ the construction and management of railways according 
to certain agreements between them and the government. But 
later, when the Government found that development of railways 
did riot keep pace with the economic and political needs of 
the country, the Government itself undertook the construction 
of railways. Still later, when it was found that the owner-
ship and management of the railways was not in the interest 
of the indigenous groups, the government bought over most 
of the railways and undertook their management. As a con-
sequence, a diversity of conditions prevails today in regard 
to the ownership, control, and management of different lines. 
The table on the following page gives a summary of the posi-
tion as it existed at the end of the financial year 1933-34. 
It will be noticed that out of a total 
route mileage of about 43,000 the State-owned 
lines accounted for nearly 31,700 miles or 
about 73.7 per cent, e.nd that only about 42 
per cent of the lines were directly managed 
by the State. Of the total capital outlay or 
at charge the State accounted for nearly 89.2 
per cent and of the gross earnings more than 
90 per cent came from the State-owned lines. 
Of the more important lines situated in British 
India five, viz., the North-Western, Eastern 
Bengal, East Indian, Great Indian Peninsula, 
and B urma Railways, are owned and ·worked by 
the State; five others, viz., Bombay Baroda and 
Central India, Madras and Southern Mahratta, 
Assam-Bengal, Bengal Nagpur and South Indian 
Railways are owned by the State but worked on 
its behalf b! companies enjoying a guarantee 
of interest. 
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Summary of Mileage, Gross Earnings and Working Expenses of 
Railways, classified according to ownership and working in 
1933-34 
Classification 
1. State lines worked 
Route 
mileage 
on 
31-3-34 
by State 17,678 
2. State lines worked 
by companies and 
Indian States 13,999 
3. Branch line com-
panies' railways 
under various terms 1,586 
4. Subsidised com-
panies' lines 2,169 
5. Indian State lines 
worked by Indian 
States 51 214 6. Indian State lines 
worked by com-
panies or others 1,659 
7. Companies• lines 
guaranteed by 
Indian States 39 
In lakh rupees 
Total Capital 
outlay or at 
charge 
5,00,64 
2,89,27 
11,77 
19,75 
39,64 
12,91 
16 
Gross Working 
Earnings Expenses 
54,06 
34,66 
1,13 
3,03 
4,86 
1,41 
1 
39,63 
20,71 
63 
1,46 
2,90 
80 
8. Unassisted com-
panies' and District 
Board lines, etc. 518 2,74 50 32 
9. Lines in Foreign 
Territory 74 2,34 33 19 
10. Miscellaneous lines 
and adjustments ----=1~7 ________ 5~,1~9~------~4~1~--~2~·~8~9~ 
Total 42,953 8,84,41 1,00 1 40 69,53 
1. R. K. Mukerjee, Economic Problems of Modern India, Vol. I, 
pp. 268-269. 
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The Railway Problems. Numerous problems today con-
front the administration with regard to the management and 
working of the railways, a study of which throws considerable 
light on future developments. These problems comprise mat-
ters of policy, of control and administration, of traffic 
and of rates and fare. 
Policy. Should the railways be managed by Government 
or should they be managed by private companies? Opinion is 
more or less uniform in India that the management of the 
railways should be in the hands of the Government~ The 
Government Q! India Act, 1935, provides as follows: (1) The 
executive authority in respect of Indian railways is to be 
exercised by an independent Federal Railway Authority com-
posed of seven members to be appointed by the Governor General 
from among persons who, not being members of the Federal or 
Provincial Legislature, nor being in the service of the Crown 
in India, nor being railway officials, have had experience in 
commerce, industry, agriculture, finance or administration. 
(2) At the head of the executive staff of the Authority there 
shall be a Chief Railway Commissioner, being a person with 
exper~ence ~n ra~lway adm~nistration, who will be assisted 
by a Financial Commissioner and by such additional Commis-
sioners as may be required. (3) Railways should be managed 
on "business principles," due regard being had to the interests 
of agriculture, industry, commerce and the general public, and 
for meeting out of receipts on revenue account the following 
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expenditure, namely: (a) working expenses; (b) contractual 
liabilities; (c) Pension and Provident Fund contributions; 
(d) maintenanceJ renewalsJ improvements and depreciation; and 
(e) interest charges. (4) There will be a separate Railway 
Fund under the control of the Federal Railway Authority and 
the Authority will be required to contribute to general 
revenues such portion of its surplus earnings on revenue 
account as may be decided upon by the Federal Government. 
(5) Provisions have also been made for the appointment of a 
Railway P~tes Committee to give advice to the Authority in 
connection with rates disputes as well as for the institution 
of a Railway Tribunal for adjudicating upon any complaint 
arising between the Federal Railway Authority and a Federated 
State. 1 
Sound as these provisions are, they are by no means 
comprehensive. With the introduction of the reforms the 
autonomous Local Governments are apt to view the powers of 
the Federal Railway Authority in respect of control over 
intra-provincial communications with jealousy and contempt. 
There is likely to be conflict of interests between one prov-
ince and another or between the province e~d the Government 
of India. The Act unfortunately does not lay down any statu-
tory provision to prevent such eventualities. Contingencies 
of this sort 1 if not forestalled in a timely fashion by 
1. Government of India Act, 1935, Sections 183 and 186. 
suitable provisions, are likely to prove particularly em-
barrassing because of the emergence of various degrees of 
competition in the field of transport in India. 
85 
Control ~ Administration. To summarize: (a) Should 
there be a Departmental system of administration or a Divi-
sional system? (b) There is the problem of amalgamation of 
certain railways with a view to efficiency and economy in 
management. (c) The need exists of establishing closer con-
tact between managers and users of railways. (d) There should 
be emphasis on the use of electricity as a motive power in 
railways. 
Traffic. Until very recently the rail~ays had been 
mainly planned with a view to provide ready access from the 
interior to the port towns, and the traffic movements gener-
ally flowed from and to the ports. The industrial situation 
in the country, however, is fast undergoing a change, and 
already such centres as Delhi, Cawnpore, Allahabad, the 
sugar-growing areas of the United Provinces and Bihar, the 
coal districts of Central India, and the cotton-manufacturing 
centres of Bombay and Ahmedabad, have become fruitful sources 
of traffic movement internally. If a larger number of inter-
nal industrial centres develop and the country becomes in-
creasingly self-sufficient in respect to her manufactures, 
the railway traffic policy will have to be correspondingly 
modified. The other features of current interest in Indian 
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railway traffic are the effect of recent Ottawa and Indo-
Japanese Trade Agreements upon railway traffic and the effects 
of competition between the railway, the roads, and water trans-
port upon the rates, classification and methods of traffic. 
Rates and Fares. The railways of the country were 
first constructed not so much with a view to their commercial 
success as in the general public interest. It is only in re-
cent years that the essentially commercial nature of the rail-
way industry is being emphasised. The rate structure had 
originally been built more or less on an empirical basis and 
there was hardly any commercial or scientific investigation 
into the rates. "Briefly speaking, the following have been 
the grievances of the users of the railways with regard to 
rates system: -
(a) The rates have been framed more with a view to en-
courage export and import trade of the country than to provide 
facilities for internal movements and for the advancement of 
indigenous industries. 
(b) The absence of comprehensive and scientific plan-
ning in the fixation of rates has resulted in numerous in-
equities and anomalies in the rates for different commodities 
in different parts of the country. 
(c) There have been certain instances of undue pref-
erence and discrimination in favour of powerful European im-
porters or manufacturers ••••• 
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(d) The classification is too inelastic and needs 
further subdivision and supplementing. 
(e) The difference between owners• risk and railway 
risk rates is disproportionate ••••• 
(f) The terminal charges hardly follow s~y clear 
principle ••••• 
(g) In a few cases, rates have been devised in order 
to block traffic and to prevent its flow through the natural 
and most economical course. 
(h) The absence of telescopic through rates on con-
tinuous mileage over several systems has often acted as a 
check to free internal movement of traffic. 
(i) The conditions of packing are often a source of 
trouble, particularly for indigenous manufacturers."l 
2 Present Condition of Railwa s (1937-38 
Burma excluded 
Mileage open at the close of the year 
Total capital outlay including ferries 
and suspenses 
Gross earnings 
Total working expenses 
Net Earnings 
Passenger train miles (in thousands) 
Goods train miles (steam & electric, 
in tho us and.s) 
41,075.94 
Rs. 8,45,68,20,000 
Rs. 1 1 07,58,27,000 Rs. 69,68,59,000 
Rs. 37,94,45,000 
13,59,000 
5,91,66,000 
1. R. K. Mukerjee, Economic Problems of Modern India,Vo1. I, 
pp. 279' . 280. 
2. Indian Year Book, 1939-40, p. 717. 
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Roads 
India 1s road system may be briefly described as fol-
lows: There exist four great trunk roads, stretching di-
agonally across the country, which form the framework with 
which most of the important subsidiary roads are linked. The 
most famous road is the ancient marching route - known as the 
Grand Trunk Road - which stretches right across the northern 
part of the country from the Khyber to Calcutta. The other 
three connect Calcutta with Madras, Madras with Bombay, and 
Bombay with Delhi; and the four of them together account for 
about 51 000 out of the 69,000 miles of metalled road in 
British India. 1 None of these roads can be considered safe 
"all weather 11 trunk roads according to modern standards. As 
regards the subsidiary roads, the best and the most numerous 
are to be found in Southern India. Besides surfaced roads, 
there is a very large mileage of kutcha roads in Indi a 
amounting to approximately 200,000 miles, some of which pro-
vide good going for motor traffic during the dry weather, On 
the whole, it is reasonable to say that India's road system, 
even before the advent of motor transport, was altogether 
insufficient for her needs. 
Road Development Fund. The inadequacy and poor con-
dition of the roads, the financial problems involved in their 
1. Indian Year ~~ .1939-40, p. 45. 
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maintenance and improvement, as well as the problem of co-
ordination in road development research, led to the appoint-
ment of the Indian Road Development Committee, under the 
chairmanship of Mr. M. R. Jaykar, in 1927. The Committee 
recommended the establishment of a fund called the Road De-
velopment Fund, to be subsidized out of an increased duty on 
petrol. Accordingly, in March 1929 the Central Road Develop-
ment Fund was created, and during the first quinquennium a 
revenue of nearly Rs. 5,13,00,000 was collected for this 
fund out of which the sum of Rs. 4,61,41,000 was distributed 
by March 31, 1934 among the Provinces in accordance with cer~ 
tain conventions decided upon by the Legislative Assembly. 1 
The object of creating the Road Fund was to supplement and 
not to replace the normal expenditure on 11 original" road 
works from provincial and local revenue; but unfortunately, 
the years following the introduction of the Fund have been 
marked by acute financial stringency, with the result that 
the Provincial Government and local bodies have had to make 
drastic curtailments in the allotment made for roads from 
their revenues. The effect of these curtailments has been 
to starve the construction and development of feeder roads, 
as the Road Fund was being used exclusively for roads of 
inter - provincial and inter-district importance. The Govern-
ment of Inctia, however, has now laid down that at least 
1. R. K. Mukerjee, Econ omic Problems of Modern India, Vol. I, 
p. 281. 
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25 per cent of Provincial shares in the Road Fund should be 
used on roads which comnete with the Railways. 1 
Motor Transport in India. Ina.deque.te and_ poor as 
the roads are in I ndia, motor transport has come into promi-
nence since 1928. There are p ass enger motor bus services 
covering practically the whole of India. Their business ha s 
grown to such magnitude tha t they have become serious rivals 
to the railwa.ys. By 1932 competition with the railroads be-
came so acute tha t the Legisla tive Assembly had to appoint a 
special committee under the chairmanship of Mitchell to in-
vestigate the problem and present its report. 
Mitchell-Kirkness Report, 1933. The more important 
findings of the committee were a s follows: 
(1) Nearly 48 per cent of the railways have metalled 
r oads parallel to them and wi thin ten miles . 
(2) In view of the above situation, the future policy 
of road development should be to construct feeder services 
connecting villages rather than build up trunk roads running 
parallel to the railway system. 
(3) Since the roads run parallel tor ailways, motor 
bus service has become an important rival to the railways. 
Class I railway s were losing about Rs. 1,90,00,000 per annum 
by 1932-33. The bulk of this competition was within a zone 
1. Indian Year Book, 1939-40, p. 46. 
of one to fifty miles and the light railways had been most 
severely affected. 
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(4) In certain circumstances, motor buses provide 
definitely superior and more convenient services, and it is 
not desirable to deprive the public of such services. 
(5) The railways were handicapped in their competition 
with road motors because of unequal conditions of working, 
and the two means of transport should be placed as far as 
possible on an equal footing in respect of external control. 
(6) The distribution of roads between the Provinces 
and the Local Bodies is unbalanced, taking into consideration 
their resources, with the result that the Local Board roads 
are poorly constructed and are not properly maintained. 
There is thus need for a reclassification of roads. 1 
Road-Rail Conference, 1933. In April 1933 the Govern-
ment of India convened a general Road-Rail Conference, to 
which representatives of various Provincial Governments as 
well as of interested bodies were invited. The road policy 
of the Government of India in recent years has been largely 
shaped on the basis of the discussions held in that Confer-
ence. The principal conclusions arrived at in the conference 
were as follows: 
(1) Both road and rail construction are necessary for 
the country; hence there should be a coordinating authority 
1. R. K. Mukerjee, Economic Problems Qt Modern India, Vol. I, 
pp. 283,284. 
for the two systems so that uneconomic competition may be 
reduced. 
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(2) The number of motor vehicles licensed to ply for 
hire should be restricted in the public interest and greater 
control should be exercised over road motor services in the 
interest of safety and convenience. 
(3) Various provincial and other authorities should 
cooperate in bringing about much desired uniformity in road-
motor taxation and in motor-vehicle rules. 
(4) Suitable machinery should be set up at the centre 
and in the Provinces to ensure intelligent cooperation and 
adequate coordination between all forms of transport. 1 
Central Transport Advisory Council, 1935. The problem 
of coordination and control of road and rail transport has, 
to a certain extent, been solved by the constitution of a 
council called the Central Transport Advisory Council, com-
posed of representatives of the various Provincial Govern-
ments .and of the different interested departments of the 
Government of India. Though the conclusions of the Council 
are purely advisory and are not binding on any province which 
does not choose to ratify them, there is no doubt that this 
Central Transport Advisory Council will help greatly in the 
formation of an All-India policy of transport development and 
in bringing about uniform conditions of working and taxation 
1. R. K. Mukerjee, 12£• cit. 
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in different parts of India. 
Central Ministry of Communication. An important move 
under contemplation at the present moment toward the creation 
of machinery for coordination of means of transport is re-
distribution of portfolios of the Members of the Viceroy's 
Executive Council so as to constitute a Central Ministry of 
Communication, bringing together under one head, railways, 
1 
roads, civil aviation and posts and telegraphs. In order 
to bring about coordination in all directions, it would be 
desirable to bring the coastal water transport and ports 
under the portfolio of the same minister as the inland trans-
port. 
Motor Transport ~· Railroad Transport. Motor trans-
port, as developed in various parts of India, is mainly 
passenger service; goods traffic is very limited. With the 
better construction of roads and i mprovement in cooperative 
agricultural marketing, there is a wide field waiting goods 
traffic by motor trucks. We shall therefore confine our 
attention here to evaluate motor passenger transport with 
railway passenger transport. 
Motor transport has certain distinct advantages over 
rail transport. Motor transport is cheaper and, in some cases, 
quicker than rail transport. It is more convenient than rail 
1. The Hen. Sir James Grigg's Reply to Mr. F. E. James in the 
Legislative Assembly in March, 1935. 
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transport, because it practically picks you up at your door 
and leaves you at your destination. There is not that snob-
bishness and sense of superiority among motor drivers which 
characterizes railway officials. Bus transport is well 
suited to the villagers, because there is no · complexity of 
any kind in purchasing the ticket, nor is there the diffi-
culty in arriving on time at the station. Again, the buses 
run through areas in which the cultivator likes to travel. 
There are no rigid rules and restrictions as regards the 
luggage to be carried and the stops to be made on the way, 
as on the railways. In some places there is more motorbus 
service than rail. 
The Drawbacks of Motor Transport. Motor-buses seldom 
run to scheduled time. They are overcrowded. Accidents are 
very common. There is no principle behind the rates charged -
they reflect the sweet will of the driver, varying according 
to local competition. Most of the buses are run by owner-
operators, who are extremely unbusinesslike; they maintain 
practically no record of their costs and earnings, and do not 
have any proper idea of the need for providing against depre-
ciation. There is practically no regulation on the motor 
transport except that exercised by the police department in 
the interest of the safety of passengers. 
Bullock-carts and Pack Animals. The importance of 
bullock-carts and pack animals in the rural areas and on the 
95 
hills can hardly be overestimated. In spite of the fact 
that there has been considerable rail and road construction, 
even up to the present time the bullock-cart is the chief 
and only means of transport in the rural areas. A consider-
able proportion of the agricultural products that are sold 
reach the market through these conveyances.· No scientific 
study has been made of rural transport, and therefore it is 
difficult to say anything definite concerning the number of 
bullock-carts or pack animals. But it would be safe to con-
clude that for a long time to come this -means of transport 
will remain the essential one in rural areas. 
Water Transport 
In a pre-eminently agricultural country, cheapness in 
the transportation of bulky articles, like grain~ jute, and 
cotton, is more imperative than speed; consequently water 
transport should engage our attention. Furthermore, the 
coastal shipping of India is very great. Mr. s. N. Haji, 
some years ago, estimated that the passenger traffic on the 
coastal vessels of India was second only to that of the 
United States. Goods traffic also compared favorably with 
that of the progressive countries of the world. 1 Many of the 
rivers of India are navigable to long distances. 
1. R. K. Mukerjee, Economic Problems of Modern India, p. 288. 
' · 
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Important Features of India's Water Transport. 
(1) The inland 'water transport consists of navigable 
rivers and a few navigable canals, navigable rivers in Northern 
India being more numerous than in Southern India. 
(2) Most of these navigable rivers and canals are used 
to a greater extent for goods traffic than for passenger traf-
fic. Much of the traffic is in the hands of local boatmen, 
there being hardly any organised shipping companies. 
(3) As opposed to the inland water transport the coastal 
transport, which is much greater in volume, is chiefly in the 
hands of the British mercantile community. 
(4) The part played by the native inhabitants in the 
shipment of India's sea-borne trade is almost negligible. 
Air Transport . .ln. India. India is situated in the centre 
of the eastern hemisphere; this, coupled with the fact that it 
is a vast country, allows considerable scope for the develop-
ment of air traffic , in this country. Although the first non-
official commercial plane appeared in 1911, nothing was done 
to develop the air service in the country until 1927, when 
arrangements were made for constructing aerodromes and a few 
landing stages at certain important places. In 1928 several 
flying clubs were established, and by 1934 eight flying clubs 
had come into existence. These flying clubs have been re-
ceiving considerable assistance from the State and they have 
arranged the training of quite a large number of Indians in 
the art of piloting and in aeroplane engineering. In 1929 
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the Crojdan Karachi air service was inaugurated by the Impe-
rial Airways Ltd., under Government patronage. Messrs. Tata 
& Sons Ltd. of Bombay formed the first Indian Company for the 
conduct of commercial aviation in India and established a 
regular service between Karachi and Delhi, Karachi and Madras 
via Bombay, Delhi and Bombay, Calcutta and Delhi via Allahabad, 
Calcutta and Dacca, Calcutta and Rangoon via Chattagong and 
Akyab, end between Rangoon and ~~ndalay. The increasing 
appreciation of the commercial importance of air transport in 
India is evidenced from the following figures of traffic. In 
1930 aeroplanes flying over India carried only 35 tons of 
goods and about 150 passengers. In 1934 the amount of freight 
conveyed increased to about 81 tons and the number of passen-
gers rose to 954. 1 The initiative in the development of air 
mail was taken by His Majesty's Government. Today the Indian 
Government, co-operating with the Ceylon Government, operates 
a service between Karachi - Madras and Colombo. There is also 
an air mail service from Karachi to Lahore. These two services 
serve as feeders to the Empire Air Mail service. Private air 
companies operating between different cities also carry air 
mail. 
Posts and Telegraphs. The control of the Posts and 
Telegraphs · of India is vested in an officer designated Direc-
tor General of Posts and Telegraphs, whose office is attached 
1. R • . K • . Mukerjee, Economic Problems of Modern India, pp. 291, 
292. 
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to the Department of Communication of the Government of India. 
The postal service is quick, cheap and efficient. At the 
close of 1937-38 there were 101,674 postal officials; 24,167 
post offices, and 158 1 769 miles of mail lines. During the 
year there were posted 1,190 million articles, including 40.3 
million registered articles. The Post and Telegraph Depart-
ment handles the Savings Banks accounts also. In 1938 there 
were 3 1 786,000 Savings Bank accounts, with a total balance 
of Rs. 774.9 millions. In the same way the Telegraph Depart-
ment is also very popular. At the end of 1897-98 there were 
50,305 miles of line ~~d 155,088 of wire and cable, as com-
pared with 101,068 miles of line including cable and 618 1 605 
miles of wire including conductors, March 31 1 1938. On the 
same date, the number of telephone exchanges established by 
the Department was 440 with 25,075 straight-line connections 
I 
and 5 1 273 extension telephones. Of these exchanges, 264 were 
worked departmentally. The number of telephone exchanges es-
tablished by Telephone Companies was twenty-three, with 
46,787 telephones.l 
1. Indian Year Book, 1939-40, p. 642. 
CHAPTER VI 
POPULATION 
Introduction. If the recent careful estimation of 
Willcox be accepted for the population of China, viz., 342 
million, then India is now the most populous country in the 
world. 1 The total population in 1931 was 352,837,778. There 
has been since the last decennial census an increase of 10 
2 per cent, the greatest real increase in any of the seven 
decennial census reports. One-fifth of the population of 
the world is concentrated in India. 
The Density of Population. At the census of 1931 the 
density of population in India proper, exclusive of Burma, 
3 
was 214 persons per square mile. But figures of density 
relating to areas as large as that of India are of little 
value, for they e~e made up of a wide range of figures re-
lating to smaller areas. The dens ity of British India is made 
up of many densities varying from nine persons per square mile 
in Baluchistan to 646 in Bengal. The d.istribution of popu-
lation in the different parts of India may be more intelli-
gently understood by the study of the density of population 
in different provinces. 
1. G. Findlay Shirras, article in Economic Journal, Vol. 43, 
1933. 
2. Census Report of India, 1931. _ 
3. Blunt, Social Service in India, p. 35. 
Density of Population (per sq, mile) 
in Different Provinces, 1931 
Bengal 646 Madras 
United Provinces of Bombay Presidency 
Agra and Ouah 456 
Bihar anct Orissa 
Central Provinces 
and Bera.r 155 Punjab 
Delhi 1110 Baluchistan 
100 
328 
177 
454 
238 
9 
Thus we find that the population decreases in density as we 
go from the east to the northwest. There seems to be a close 
relation between density and distribution of rainfall. 
Percentage of Population Gainfully Employe~ 
in Different Occupations 
It is very essential to study the distribution of popu-
lation according to occupation, because, so far as possible 
for the general welfare, population must be properly balanced 
between agriculture and manufacture. In India the percentage 
2 of those gainfully employed is divided in the following ways: 
Pasture and Agriculture 
Industry 
Trade and Transport 
Publ~c Administration and Liberal Arts 
Other 
10.5 
7.1 
6.9 
1. J a thar and Beri, Indian Economics, Vol. I (Sixth Edition), 
p. 43. 
2. Blunt, Socie,l Service in India (London, New York, etc.: 
Longmans, Gree and Co. Ltd., 1938), p. 29. 
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Among the civilised countries of the world, India has 
the highe s t percentage of people dependent on agriculture and 
the lowest percentage of those employed in industries, trade 
and transport. 
Comparison With Other Countries of Percentage of Those 
Gainfully Employed in Different Occupations! 
Country . Exploitation of £n~mals Mining 
and Veget_a:~.~on. !:t.nd- I n.dus try 
Ge.Pme_n~r 
S-oa.in 
France 
Italy 
British Isles 
u.s.A. 
India 
28.6 
21.1 
40.7 
34.2 
11.6 
26.3 
72.4 
42.2 
5.2 
35.8 
16.9 
56.8 
33.4 
10.5 
TrRdE! 
.::;.nd 'J;'r:ms-oort 
13.4 
1.5 
9.8 
5.0 
13.1 
17.9 
7.1 
The economics of a country like India, dependent to so 
great an extent on agriculture, are necessarily unstable. De-
pendence on agriculture means dependence on rains, and if the 
rains fail there is necessarily distress involving the major-
ity of t he people. This will not be the case i f a consider-
able section of the people cease to be directly dependent 
upon agriculture. 
Distribution Qf. Populat ion Ac cor d.ing to Rural and Urban 
Areas. The distribution of population between rural and urban 
areas is important, because the city stands for the intellect-
ual activities of the people and the village for the physical 
energy of the nation. If there is to be progress in the life 
1. Jathar and Beri, Indian Economics, 
t/ I 
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of a nation there must be a happy combination of the two. 
In India only 11 per cent of the population is in towns, 
as compared with 78 per cent in England, 58 per cent i n the 
U.S.A., 43 per cent in France, and 46 per cent in Germany. 
There are three important facts to be kept in mind regarding 
the urbanisation of India. In the first place, it is pro-
ceeding at a snail 1 s pace. Between 1891 and 1921 there was 
less than 1 per cent increase in the town population. If we 
compare the progress in urbanisation in India with Germany, 
we notice a striking difference. In 1890, in Germany about 
90 per cent of the people lived in villages and only 10 per 
cent in towns, whereas today the respective figures are 54 and 
46. 1 Second, urbanisation in India is taking place at the 
expense of middle-sized towns. Third, in the West it is trade 
and industry that have made towns, whereas in India it is the 
towns e.nd cities that make the trade and commerce. 
Ranade, commenting on the increased ruralisation of 
India, pointed out that it meant loss of power, intelligence, 
a.nd self-defense. Civilization and progress have always orig-
inated in cities, from which they have radiated into the 'coun-
t r yside, which left to itself has seldom displayed the capac-
ity for progressive development. 
Distribution of Population According to Age. The study 
of age composition is important from the political, military, 
1. Vide also Jathar and Beri, ~· cit., Vol. I, p. 50. 
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social, and economic points of view. The age distribution 
of the population of every country can be exhibited in the 
form of a pyramid. Where the base of the pyramid is wide and 
the point is tapered, it indicates a larger number of child-
ren and a smaller number of aged people; where the base is 
small and the top is wide, it indicates the reverse; on the 
other hand, if the pyramid takes the shape of a top, it in-
• 
dicates a larger number of young and working people. The age 
composition of Indla represents the first kind of pyramid, 
indicating that the population of children is greater than 
that of old people. From the following table one can have an 
idea of the age distribution per thousand of the population. 
Age 
0 - 5 
5 - 9 
10 - 14 
15 - 19 
20 - 24 
25 - 29 
30 - 34 
Percentage Distribution of Indian Po¥ulation 
According to Age (1931) 
! Age ! 
15.3 35 - 39 6.2 
13.0 40 - 44 5.3 
11.6 45 - 49 4.1 
9.1 50 - 54 3.3 
9.4 55 - 59 2.3 
8.6 60 - 64 1.9 
7.7 65 + 2.2 
The commonly accepted limits for the productive or 
working population are between the age of 15 and 60 or 65 in 
Europe. In India, on the other hand, the upper limit has 
necessarily to be smaller, because old age and incapacity for 
work set in much more quickly than in Europe • . The accepted 
age limits in India therefore are 15 and 40. The effective 
1. Statistical Year Book of !h& League of Nations, 1939-40, 
p. 25. 
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or working population of India in this sense is only 40 per 
cent of the total population. A comparative study of "expec-
tation of life" of ctifferent countries is interesting, and 
the figures are as follows: 1 
"Expectation of Life" in Different Countries 
Country Male Female Date 
Canada 58.96 60.73 (1930-32) 
U.S. A. 60.72 64.72 (1935) 
Japan 46.92 49.63 (1935-36) 
France 54.30 59.02 (1928-33) 
Germany 59.86 62.81 (1932-34) 
Eng. & Wales 60.18 64.40 (1939) 
Italy 53.76 56.00 (1930-32) 
India 26.91 26.56 (1931) 
The expectation of life in India is very +ow, on ac-
count of high infantile mortality; consequently any step 
calculated to improve the standard of public health end to 
increase the longevity of the people, thus effectively in-
creasing the volume of the working population and bringing 
it in line with that of other countries, should be welcome. 
Distribution of Population According to Religion. As 
will be seen in a later chapter on "Social and Religious En-
vironment", religion plays an important part in the economic 
life of the people of India; it is therefore necessary to study 
1. Ibid., pp. 66-68. 
the distribution of popula tion according to religion. 
1 Distribution of Population According to Religion 
Actual No. in 1921 Pro:Qortion :Qer 
Religion (ooo*s omitted) 10,000 of Po:Qulation 
Hindu 239,195 6,824 
Sikh 4,336 124 
Buddhist 12,787 365 
Muss ulman 77,678 2,216 
Christian 6,297 179 
Others ----- -----
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~ 
68.24 
1.24 
3.65 
22.16 
1.79 
2.92 
The Hindus largely predominate in the centre and south 
of India, and in the Madras Presidency they are not lees than 
88 per cent of the population. Hi ndus are in the ma jority 
in Assam, Bihar, and Orissa, the United Provinces, the Cen-
tral India tracts, Rajputana and Bombay. Mohammedans monop-
olise the Northwest Fontier Provi nce, Baluchistan, and Kashmir, 
and are considerably in excess in the Punjab and Eastern Bengal 
and Sind. The Buddhists are almost entirely confined to Burma, 
where they are 84 per cent of the population. The Sikhs are 
localised in the Punjab, while the Christians are fairly dis-
tributed all over the country. 
Distribution of Pouulation According to Sex. The 
study of distribution of population according to sex is im-
portant for two reasons: in the first place it affects the 
1. Indian Year Book, 1939-40, p. 36. 
106 
fecundity of the nation- i.e., the growth of the population 
depends on women of child-bearing age; second, it determines 
the labour supply. In India most of the women are not labour-
ers, in the real sense of the term. Again, in striking con-
trast with population conditions of the West, what we find 
in I ndia is that the male population preponderates over the 
female population. The following figures will tell their own 
story: 
Distribution of Po£ulation Afcording to Sex 
per 100 Inhabitants 
Countr;y ~ Female Date 
England 48.0 52.0 (1936) Estimated 
Germany (not in-
eluding the 
(1933) Saar Terr.) 48.6 51.4 
Italy 49.1 50.9 (1936) 
u.s.A. 50.6 49.4 (1930) 
Japan 50.3 49.8 (1930) 
India 51.5 48.5 (1935) Estimated 
To make matters still worse, what we notice is that 
the disparity in Indian population is growing wider from one 
decade to another, as is shown by the following figures: 
Ratio of Female Population in India 
Per Thousand Males in Consecutive Decades2 
1901 963 
1911 954 
1921 945 
1931 940 
1. Statistical Year Book QL the League of Nations, 1934-35, 
pp. 25-29. 
2. Blunt, 2£• cit., p. 68. 
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If we look to city conditions concerning the distri-
bution of male to female populati6n, we find that the defi-
ciency of females is still more accentuated. 
In most cities and industrial towns the males 
outnumber the females by distinctly over two to one, 
and the corresponding ratio in the average commercial 
or industrial town is still more remarkable ••••• In 
Calcutta the number of families per 1,000 males is 
only 490; but among immigrants, taken !lone there are 
only 236 females to every 1,000 males. 
Causes for ~Disparity. It is not very difficult to 
explain the causes for this disparity of population: Prefer-
ence for male over female offspring and hence neglect of female 
life; early marriage; death consequent on childbirth; the 
purdah system; unskilled midwifery; and, in some cases, female 
infanticide due to lack of dowry, have been some of the con-
tributing causes. 
The Growth of Population 
So far we have studied density and distribution of 
population. Now let us turn our attention to the growth of 
population. Growth of population in any country is conditioned 
by three factors: birth rate, death rate, and migration. 
Birthrate. India occupies a position of unenviable 
pre-eminence among the civilised countries of the world so 
far as the birth rate is concerned, as can be seen from the 
1. R. K. Mukerjee, Economic Problems of Modern India, p. 61. 
following figures: 
Birth Rate in Different Countries in 19381 
Englend and Wales 
Germany 
Italy 
France 
Japan 
U.S.A. 
Canada 
India 
15.1 
19.7 
23.6 
14.6 
26.? 
1?.6 
20.5 
34.1 
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Causes of High Birth Rate. The birth rate in India 
is high for the following reasons: early marriage; early age 
of puberty due to warm climate; universality of marriage; re-
ligious injunction - every Hindu must marry and beget child-
ren (sons, necessaril-y; to perform his funeral rites lest his 
spirit wander uneasily in the vacant places of. the earth); 
low standard of living, blunting the telescopic outlook of 
life; and general lack of effective methods of birth control. 
Death Rate. In India the death rate is very high. 
Death Rate in Different Countries in 19382 
England and Wales 
Germany 
Italy 
France 
Japan 
u .. s.A. 
Canada 
India 
11.6 
11.? 
13.9 
15.4 
1?.4 
10.6 
9.5 
24.3 
1. Statistical Year Book of the League of Nations, 1939-40, 
PP• 36,3?. 
2. Ibid., P• 38. 
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Causes for High Death Ra.te. Some of the causes which 
have contributed to the high death rate are as follows: early 
marriage; low standard of living and poverty of the masses; 
unsanits~y conditions, poor nourishment, drugging children. 
with opium, want of proper midwifery, epidemics, famine. 
There are two important facts to note about the high 
death rate in India: one is the high infantile mortality, and 
the other the death rate among women of child-bearing age. 
The proportion of infant deaths to a thou-
sand live births was 164 in 1935, as against the 
English figure of 57; but high as that figure is, 
it is lower than earlier figures ••••• It is always 
higher in cities than in rural areas; in 1932 the 
figures of Calcutta, Bombay and Madras were 246, 
218, and 239 respectively, as against the London 
figure of 80 in 1921. There are no statistics of 
maternal mortality, but indirect evidence is avail-
able in the fact that (1) the female death rate is 
much higher during the age-period 15 to 30 than it 
is during the preceding ten years; and (2) the 
female death rate exceeds the mfle death rate only 
during the age-period 15 to 40. 
Natural Increase. That the death rate in India is 
very high, in spite of the fact that the birth rate is high, 
is further proved by the fact that the natural increase in 
the present century has been very small. 
Natural Increase in Population 2 In Different Countries in the Present Century 
u.s.A. 
Italy 
Eng. & Wales 
India 
France 
1. Blunt, ~· cit., p. 33. 
62.0% 
27.0 
23.0 
20.0 
7.4 
2. G. Findlay Shirras, "Population Problems in India", Economic 
Journal, 1933, Vol. 43. 
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Migration. Migration does not play an important part 
in the growth of popula tion in Indi a . In the first place, 
on account of the climate conditions, foreigners do not like 
to settle in the country; and second, Indians do not desire 
to migrate to other countries. 
Nowhere in the world is the population so 
immobile as it is in India. At every census 
some 90 per cent of the people are enumerated 
i n the district in which they were born; and 
of the rest, some 7 per1cent were born in the neighbouring districts. 
Is India Over Populated? 
Af ter a careful analysis of such factors as the density 
and distribution of population and also of the growth of popu-
lation , we are now in a position to discuss the present con-
troversy in the country of overpopulation. There are some 
economists who are of the opinion tha t India is overpopulated. 
Arguments of the People in Support of Overpopul a tion. 
People who hold the view that India is overpopula ted maintain 
tha t p r eventive checks of the k ind advocat ed by Malthu s or by 
Neo-Malthusians are not in opera tion. There i s no celibacy , 
or postponement of marriage, or the practice of contraceptive s; 
and furthermore, they point out t hat t he various symp toms of 
overpopula tion or pos i tive checks are pre sent i n t he country, 
which are: high birth rate, h i gh dea t h rate, subdivision of 
1. Blunt , on. £11. , p. 39. 
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holdings , low standard of living, poverty, famine, and epi-
demi cs. 
Arguments of the PeoDl e Vlho Say Indi~. is Not Over -
uonulated. On the other hand, there are people who refute 
the thesis that the present poverty of the masses is due to 
overpopula tion. Their arguments may be summarised as follows: 
cultivators, as the recent slump has shown, have had diffi-
culty in selling their proo.uce, and the ability of the coun-
try to feed its popula tion is considerable; sixty-five per 
cent of the ar ea is availnble for cultiva tion, but t he net 
area actually sown with crops o_uring 1928-29 was only 34 :per 
cent of the area available; there are possibilities of irri-
gat i onal deve lopment; t he r e is ample scope for more di versi-
fied industries; animal husbandry can be developed, and so on . 1 
Conclusion and Summary. It i s very difficult to draw 
any decisive conclusion on the subject of overpopulation in 
India; the arguments on either side are e·qually strong. Much 
depends upon whether we consider overpopulation as a state or 
as a tendency. Whatever may be the point that one t akes, the 
following seem to be the salient features of the present 
population: 
(1) Smaller natural increase in spite of a higher birth rate. 
(2) Very high infantile mortality. 
1. Findlay Shirras, Economics Journal, 1933, Vol. 43. 
(3) Much smaller average expectation of life. 
(4) High death rate among young mothers. 
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(5) Considerable disparity between male and female population. 
(6) Excessive number of people dependent upon agriculture, an 
uncertain and unstable means of livelihood. 
Thus, if policies are needed at all, one can formulate 
them in terms of the three "particular affirmatives" of Malthus 
himself: 
1. A lower death-rate for all. 
2. An end of the waste of young human lives and, I 
must add, of the lives of the mothers. 
3. A higher standard_ of life and livelihood for the 
poor. 1 
1. Dr. Bonar, Economic Journal, June 1935, p. 222. 
PART II 
BACKGROUND OF INDIA 
CHAPTER VII 
NATURAL ENVIRONMENT 
Introduction. Of all the conditions that mruce up the 
environment of Indian society, the most important is India 
herself. Her geological characteristics account for the nat-
ure of her soil and the distribution of her mineral wealth. 
Her meteorology and her physiography taken together are re-
sponsible for the diversity of her climate, the variety of 
her vegetable products, and for her water supply. These, 
again, govern the density of population, the occupations, and 
the economic habits of her people. Accordingly, some descrip-
tion of India from these various aspects is a necessary pre-
. 
lude to considering the economic reconstruction of the country. 
Division of the StudY QK the Natural Environments of 
India. For our present purpose the study of the natural en-
vironment of India may be grouped under four heads: (1) cli-
matic conditions; (2) geological features; (3) flora and fauna; 
and (4) geographical location. 
Civilization and Glimate. Climate is perhaps the most 
striking aspect of physical environment. Man is so conscious 
of climatic and weather phenomena that it requires no urging 
to convince him that they are important. He discusses weather 
and climate more often than any other element of his environ-
ment. Much of the world's population, commerce and production 
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have been adjusted to climatic factors. Dr. Ellsworth 
Huntington of Yale University has attempted to test, espe-
cially, the relationship between climate and the energy and 
activity of people. After making a detailed study of climatic 
conditions and human activity both in the United States of 
America and in other parts of the world, he came to the con-
clusion that in general there is a direct relationship between 
the amount of climatic energy and the degree of civilization 
in various parts of the world and that man is at his physical 
best when the outside temperature averages 60 deg. to 68 deg. 
F. with from ?0 to 90 per cent relative humidity. He found 
that a certain amount of variation around this average was 
more stimulating than an unchanging temperature. 1 A stimu-
lating climate influences man's wants and also his physical 
and mental activity in attaining these wants. Climate is a 
large factor in influencing the rapidity of human progress. 
Temperature of India 
Within the boundaries of India almost any extreme of 
temperature that is known to the tropics or the temperate 
zones can be found. India is influenced from outside by two 
adjoining areas. On the North the Himalayan range and the 
plateau of Afghanistan give it a continental climate; on the 
South the ocean gives it an oceanic cl imate. The continental 
1. Klimm, Starkey Hall, Introduction to Economic Geography 
(New York, Harcourt, Brace & Co., 193?, First Edition), 
p. 10. 
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type of weather prevails over almost the whole of India from 
December to May, and the oceanic type from June to November, 
thus giving rise to the two great divisions of the year - the 
dry season and the rainy season. Though northern a.nd north-
western India lie in the temperate zone and the southern dis-
tricts of Madras lie in the tropical zone, the presence .of 
the Himalayan range on the north and northwest and the ocean 
all around give the country an entirely different and varying 
temperature. Thus, during the hot months the temperature of 
north and northwestern India is much higher than in the south. 
The temperature varies considerably from one part of the coun-
try to another. There are certain parts of the country which 
have an extreme temperature - extremely cold in winter and ex-
tremely hot in summer. On the other hand 'there are certain 
parts of the country which are moist and damp and still others 
which are moderate throughout the year. There is considerable 
variation in the temperature between the winter and summer 
months and also between day and night. 
Division of India According to Temnerature. The Indian 
year is divided into three seasons: the rainy season, from 
July to October; the winter, from November to March; ana the 
summer, from April to June. From the point of view of temper-
ature India can be divided into areas of extreme temperature, 
like the Punjab, the United Provinces, and Baluchistan; areas 
of abundant damp and moderate climate, like Behar, Assam and 
Bengal; and areas of moderate temperature, such as certain 
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parts of Bombay and Travancore. 
The Effect of Temuerature Qn the Economic Life of the 
People. Since in most parts of India there is a high temper-
ature, people cannot work hard; they get exhausted after a 
very short time. The warm climate has also affected the living 
conditions of the people. In cold cotmtries heavy, warm cloth-
ing and well-heated rooms are essentials of life, without which 
it is impossible for people to survive. But in a warm country 
like India, where the winter is mild and short-lived, the need 
of good clothing and a well-built house is hardly felt. People 
can wear almost nothing and live in thatched-roof houses and 
still survive. One of the reasons why most Indians are vege-
tarians is that a meat diet is not suited to a warm climate. 
High temperature is also responsible for the presence of vari-
ous kinds of tropical diseases. Warm climate is nature's pro-
tection against the invasion of the white man, for he is unable 
to bear the heat of the sun. Esxly puberty and short longevity 
which comport important economic consequences, are also results 
of climatic conditions. 
Rainfall of India 
The rainfall in India is caused by the two monsoons, 
known as the northeast monsoon and the southwest monsoon. Of 
the two, the southwest monsoon is the more important, because 
four-fifths of the total rainfall of the country is a attrib-
utable to it. Certain characteristics mark India's rainfall: 
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it is confined to definite parts of the year - the southwest 
monsoon from June to September, it being thus not evenly dis-
tributed throughout the year. The rainfall is also not evenly 
distributed throughout the country; there are places in India 
which suffer as much from the scarcity of rainfall as they do 
from the abundance of it. Even in areas where it is abundant 
it .is liable to sudden failure. 
D1stribution Qf Rainfall. The normal annual rainfall 
varies from something like 460 11 at Cherrapunji in the Assam 
hills to less than 3 11 in Upper Sind. The following classifi-
cation is adopted for the distribution of rainfall: (i) areas 
of almost unfailing rainfall including Assam, eastern and lower 
Bengal and the Coast strip between the Western Ghats and the 
Arabian Sea; (ii) areas of precarious rainfall varying from 
ten to thirty inches; for instance, Udaipur, Ajmer and Bombay 
Deccan; (iii) areas of drought, where cultivation without 
irrigation is e~ceedingly precarious and in some cases impos-
sible, such as Upper Sind, Western Rajputan and Western Punjab.l 
The Importance of Rainfall ~ Monsoons. In all agri-
cultural countries rainfall is important, but it is greater 
in India because of the comparative dryness of the soil and 
climate of this country. Two-thirds of the people depend upon 
agriculture, and a failure of rainfall affects the agricultural 
1. Jathar and Beri, Indian Economics, Vol. I, p. 14. 
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operations all over the country. The prosperity of the in-
ternal and i~ternational trade of India depends upon rainfall 
conditions. Famine and flood problems become less or more 
acute as the rainfall keeps on varying. It has been rightly 
said that the government budget is a gamble .in monsoons. The 
rainfall also has an effect upon the health and energy of the 
people. When the temperature rises as a result of scarcity 
of rainfall, all sorts of epidemics, like cholera and smallpox, 
break out in the country. A shortage of rainfa~l increases 
also the importance of irrigation problems. Whether a certain 
part of the country is going to grow cotton or some other crop 
is determined by the monsoon conditions. They also determine 
the number of crops raised during a certain year. In some 
parts of India, like the North Western Provinces, hardly one 
crop can be raised, depending entirely upon rains, whereas in 
other parts of the country as many as three crops can be raised. 
The importance of monsoons in Indian business is well stated 
by the United States Department of Commerce in its handbook: 
The monsoon is to India what the Nile is to 
Egypt ••••• A poor or irregular monsoon may not only 
cause acute suffering in many districts but also 
make for poor business conditions throughout the 
country, and a falling-off in imports. A good mon-
soon, on the other hand, brings vitality and strength 
into every branch of business and increases imports. 
The monsoon has such an important effect on general 
trade that the season in which it occurs will afford 
data for deciding on a business policy for the year 
of curtailment or expansion. There is reluctance to 
enter into business engagements until it is known 
whether the monsoon is a success or failure.l 
1. Commercial Travelers' Guide to the Far East (Trade Pro-
motion Series No. 29, United-states Dept. of Commerce, 
Washington, 1926), pp. 237-238. 
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Geological Features of India. Under this heading we 
may discuss (1) the coastline of the country, (2) the topog-
raphy, (3) the rivers, (4) the soils and (5) the mines and 
the forests. 
The Coastline of India 
India has well defined natural boundaries: on three 
sides it is surrounded by the sea and on the north by the 
Himalayan Mountains. Its form is that of a great triangle 
with its base resting upon the Himalayan range and its apex 
running far into the ocean. The area of India, omitting Burma 
and Aden, is 1 1 575,107 square miles; its length from north to 
south and its greatest breadth from east to west are both 
about 1 1 900 miles; but the triangle tapers with a pear-
shaped curve to a point at Cape Comorin, its southern ex-
tremity.1 Thus it is clear that India has a vast coastline 
stretching from Baluchistan to Madras and from Madras to 
Bengal. The coastline is regular. Unlike the coastline of 
Great Britain, the coastline of India is not broken and hence 
there are only a few harbours, the most important of them 
being Karachi, Bombay, Madras and Calcutta. 
The Comparative Importance of the Different Harbours. 
Of the four important harbours of India, Bombay and Karachi 
are the most natural ones. As Bombay is the closer of the 
1. Blunt, Social Service in India, p. vii of Introduction. 
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two to Europe, it was the earlier to be developed; but al-
though it is a great commercial and distributing centre, it 
does not possess a rich hinterland. Calcutta, at the mouth 
of the Ganges, is the most costly harbour in India. As the 
river brings along with it large quantities of silt deposit, 
every year a great amount of money has to be spent for the 
removal of silt, in order that the big steamers may enter the 
harbour. At the same time, Calcutta has a rich hinterland 
and also many jute industries, the products of which are ex-
ported to all parts of the world. Madras is a poor harbour 
from many points of view. It is unfavorably situated, trade 
to Europe passing through Bombay and to Japan and China 
through Calcutta. The hinterland, also, is not so rich as 
that of Calcutta. Madras is not a natural harbour, and hence 
big ships find it very difficult to come close to land. In 
spite of these drawbacks, however, the harbour plays an im-
portant part in the coastal trade of the country. Until very 
recently, Karachi was not famous as a harbour; but its im-
portance is fast increasing as a result of the development 
of the canal colonies of the Punjab, and also owing to the 
establishment of a few industries in northern India. 
Imposing as is the size of India's maritime commerce, 
the share of the Indian people therein has been very inconse-
quential. Not only does the country not have her own merchant 
marine so far as foreign trade is concerned, but even the 
coastal traffic is chiefly in the hands of British companies. 
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The development of shipbuilding and training for the youth 
in navigation afford solution to the unemployment problem 
among the educated people of the country. 
Topography 
The four major topographic regions of India are: 
(1) the northern mountain barrier of high, snow-capped young 
mountains; (2) the Deccan Plateau of peninsular India; (3) the 
alluvial plain of Hindustan, often called the Indo-Gangitic 
plain, between the first two regions; (4) the Ghats. Since 
all these topographical regions are economically very impor-
tant, it is worth while to describe briefly each one of them. 
Economic Importance of the Himalayan Mountains. These 
form the northern border of the country; the fact that they 
are high and covered with snow most of the year makes them 
impassable. Were it not for these mountains, it would be 
necessary for India to maintain a huge standing army, at 
enormous cost. The water-borne monsoon winds, as they blow 
across the country from the ocean, are arrested by these 
mountains and cause rainfall. Except for this mountain chain, 
the whole of India would have remained a vast desert. Some 
of the most important rivers of India, such as the Ganges, 
the Indus, and the Brahmputra, have their source at the foot 
of the Hi malayan mountains. It is important to remember this 
fact not only because the rainwater that falls on these moun-
tains is brought to the country with the help of these rivers, 
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but also because these rivers bring to the country the water 
that falls on the other side of the mountains. These moun-
tains are important sources of timber and forest products. 
As a rule, the rivers in other parts of the world are in flood 
only during the rainy season; but in India they are in flood 
both in the rainy season and in the summer, because of the 
fact that the snow of the mountains melts during the summer. 
The mountains are also a potential source of mines and hydro-
electric energy. 
~ Indo-Gangetic Plain. Nowhere else on earth is there 
such a vast alluvial and highly fertile plain as the Indo-
Gangetic Plain. It contains the most ancient cities of India, 
its oldest centres of civilization, its holiest places. I t 
is in this region tha t crops of var ious kinds are grown. A 
network of the world's most remarkable irrigational canals, 
· a highly complicated system of railways , a variety of giant 
industries, trade and traffic in various goods, not to mention 
the teeming population and the inestimable wealth of this re-
gion, are features to be noted. The political capital of the 
country Delhi, and its commercial and industrial capitals, 
Bombay, Cawnpore and Calcutta, are situated in this area. 
The Deccan Plateau of Peninsular India. The Dec can 
Plateau, also known as the Deccan tableland, varies in altitude 
from 1,500 feet to 2,500 feet. It is crossed by numerous 
ranges of hills which vary from low stony ridges to such 
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important systems as the Vindhyas and Satpuras. It is inter-
sected by numerous large streams running through well-culti-
vated valleys. Amongst its hill ranges are large stretches 
of fertile plain. Elsewhere there are dense forests. The 
Deccan Plateau has a light rainfall, as it lies in the rain 
shadow of the Western Ghats. In fact, just as the landscape 
of northern India is a marvel of sameness, so the landscape 
of southern India is a marvel of variety. 1 
The Ghats. On the western and eastern side of the 
Deccan Plateau run two ranges of mountains, known respectively 
as the Western and Eastern Ghats. The Western Ghats form a 
stretch ·of almost unbroken strip facing the sea; the Eastern 
Ghats are both less high and less continuous. The Western 
Ghats are to South India what the Himalayas are to North India. 
The Rivers of India - Their Importance. The economic 
importance of rivers is very great. In a country where arti-
ficial water supply is unknown except in cities and large-
sited towns the people and the cattle depend for their water 
on some natural agency like the rivers. By bringing along 
with them silt and spreading it over their banks, the rivers 
fertilise the lands. Their value as a means of irrigation is 
incalculable, because not only the numerous canals constructed 
in the country derive their water supply from the rivers but 
1. Blunt, Social Service in India, p. 9. 
125 
they also directly irrigate the neighboring fields. Vfuere 
the rivers join the sea, as in Bengal, with various mouths, 
we come across the world's most wondrous flush and flood irri-
gation. Some of the rivers, like the Ganges, the Jumma, the 
Brahmputra and the Indus, provide navigation facilities for 
a considerable distance. The much-needed hydro-electric 
power is supplied by the waterfalls of many of these rivers. 
In an agricultural country like India the control of the 
run-off is extremely important; until very recently the rivers 
have been the only and the most valuable natural agencies for 
the control of the run-off and the drainage. On the banks of 
the rivers grow many edible fruit trees culling the fruit of 
which serves as an occupation to large numbers of people. 
The Forests - Their Economic Importance 
The forests control the run-off of the country and pre-
vent a too rapid surface flow of the water; hence in areas 
where the forests are destroyed, the ravine area has increased. 
Forests are a premium upon rainfall, besides supplying timber 
and other valuable forest products, from which every year, the 
governm€nt derives a good amount of revenue. Many people, such 
as woodcutters, grass-gatherers, and the like, earn their 
living from the forest. Where villages are situated close to 
the forests, the cattle graze. During time of famine, too, 
forests are an asset, because the people find there edible 
fruits. 
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Destruction of Forests. At one time the whole of 
India was covered with forests, but now the total area under 
forestation is hardly 24.2 per cent. There are many prov-
inces in India where the distribution of forests is far from 
satisfactory. In 1936-37 the per cent of area under forest-
1 
ation in different provinces was as follows: 
Madras 12.2 
Bombay 17.1 
Bengal 14.0 
U. P. 4.9 
Punjab 5.1 
Bihar 2.6 
Central Provinces 19.7 
and Berar 
Orissa 6.2 
Sind 2.5 
It is said that at least 20 per cent of the area of the pro-
vince should be covered with forests, but in the above figures 
hardly one province comes up to that criterion. 
Causes for the Destruction of Forests. Numerous 
causes have contributed toward the destruction of forests: 
(1) appropriating forest area for cultivation, as a result 
of the growth of population; (2) construction of railways and 
roads; (3) incendiary fires; (4) l ack of telescopic faculty 
on the part of the people; (5) unr estricted grazing of the 
cattle; (6) improvement in the standards of living of the 
people and consequently growing dema nd for fuel and better 
houses; (7) use of wood as a motive power in railways. 
Effect of Deforestation. Rainfall has decreased, end 
ravine lands have increased, for want of proper control of the 
1. Indian Year Book, 1939-40, p. 676. 
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run-off. The natural drainage has been upset, many rivers 
have silted up and there has been a fall in the subsoil wa ter 
level. 
Afforestation Scheme. To offset the disastrous effects 
of the destruction of forests, efforts are being made by the 
various provincial governments to plant forests. Considering 
the magnitude of the problem one must admit that there is much 
to be desired by way of increasing the areas under forestation. 
The Soils of India 
There are four important kinds of soil in India: allu-
vial soil; black cotton soil; crystalline soil, and trapsoil. 
Within each class there are many qtmlitative variations, due 
sometimes to differences in the depth of the soil or in its 
chemical composition, sometimes to differences in the nature 
of the sub-soil. It is impossible to deal with all these vari-
ations, and only some of the more important will be mentioned. 
Alluvial Soils. These occupy the whole of the great 
northern plain, except the Sind-Rajputana desert and the hill 
tracts of Assam. There are a lso alluvial strips of varying 
width along the coast lines and along the courses of the great 
peninsular rivers. There are two main classes of alluvium: 
the old, which is found wherever the process of land formation 
has almost or entirely ceased; and the new, which is found 
wherever inundation is still taking place and silt is still 
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accumulating. The soils of the northern plains, except in 
the beds and deltas of the rivers, are almost entirely old 
alluvium. Their thickness has never been ascertained. In 
stiff clay the drainage is often impeded, and salts of soda 
or magnesium accumulate which render the soil completely 
sterile. But when the drainage is good, the rainfall moder-
ate and well distributed and the facilities for irrigation 
are adequate, this old alluvium, by reason of its depth, is 
naturally fertile and capable of growing a large variety of 
crops. The new alluvium is a heavy rich loam capable of pro-
viding excellent crops under irrigation, or along the river 
banks, even without irrigation. 
Black Cotton Soil. There are two types of black cotton 
soil of different geological origin. The first is derived 
from the Deccan trap formations and covers most of the Bombay 
Presidency, Berar, the lfl'estern tracts of the Central Provinces 
and Hyderabad. The second is found in the five districts of 
Madras and is derived by weathering from ferruginous genesis 
and other similar rocks.1 The Deccan soils vary in their 
nature and fertility. On the hillsides and uplands they are 
thin and sandy or gravelly, requiring a well-distributed rain-
fall to make them productive. In the broken country between 
the hills and the plains the soils are deeper and darker, and 
are constantly being improved by deposits washed down from 
1. Agriculture Commission Report, 1928, pp. 71, 72. 
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higher levels. Lower still in the valley and plains is 
found the best black cotton soil, varying in depth according 
to position. The l~Iadras soils never attain a great depth, 
nor do they form continuous tracts, but are distributed in 
large and well defined patches over the country. 'I1he two 
types of soil, however, have in common many agricultural agri-
cultural characteristics. They both are tenacious of moisture 
and sticky when wet, for which reason they do not respond to 
irrigation; but when they are not deep, the drainage is good, 
for the subsoil is shaly. 
The Crystalline Soils. These are derived from the 
crystalline rocks of the Archaean system. These cover the 
whole of the Peninsula except the black cotton tracts. 'I1hese 
soils differ in consistency, depth and fertility no less than 
the black cotton soils and in much the same manner. Where 
these soils are sufficiently deep, they repay irrigation. 
Trap~ Laterite Soil. Laterite is a rock peculiar 
to India and a few other countries which have a warm climate 
and heavy rainfall. It is a porous, clayey, ferruginous rock 
which is found as a mantle or cap on the summit of the hills 
and plateaux or Central India. Like other soils derived rrom 
rock, the lateric soils are thin and gravelly at high levels, 
whereas at lower levels there are heavy loams capable of re-
taining moisture and sufficiently fertile. Their peculiarity 
is an almost complete lack of lime and magnesium, which gives 
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them an acid reaction. They are found in patches in the east 
of the Central Provinces, Chota Nagpur and the adjoining 
districts of Bengal and Bihar to the north; while the thick 
ferruginous clays of the Nilgiris and other mountain districts 
in Madras, Bengal and Assam are also usually classed as later-
itic. 
A common feature of all the soils described above is 
that they are comparatively dry and do not retain moisture for 
a long time. These two characteristics make cultivation with-
out irrigation difficult. 
The Mines 
India has always been rich in mineral products and from 
time to time in the past has made profitable use of them. Iron 
smelting, for example, was at one time a widespread industry 
in India and there is hardly a district away from the great 
alluvial tracts of the Indus, Ganges and Brahmputra in which 
slag heaps are not found. The primitive iron smelter finds no 
difficulty in obtaining sufficient supplies of ore from deposit 
that no European iron master would regard as worth his serious 
consideration. But during these days of large-scale production 
the su~~iciency o~ mineral deposits should be judged from an 
entirely different point of view. Mineral deposits are ex-
ploited in present-day commerce and industry either for use 
in one,s ovm country or for sale in foreign markets. In either 
case production has to be very large. There are, therefore, 
certain factors affecting the exploitation of mines. First, 
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the mines should be at close proximity to one another or near 
a distributive centre; second, the ores must be rich, that is 
to say, there must be a higher percentage of metallic content; 
third, it should be comparatively easy to remove the impuri-
ties from the ore; and finally, they must be found in suffi-
. tl 1 t • t . l 1 I b 11 th . c~en y arge quan ~ ~es. ~-. e s _a now survey e m~neral 
wealth of India, keeping these considerations in mind. The 
study of minerals may be classified under minerals of the 
metalliferous group end non-metalliferous minerals. 
Minerals of the Metalliferous Group - Iron 
From the industrial point of view, iron ore is the 
most i mportant mineral of this group. It is scattered over 
almost the whole of India in varying quantities, but only the 
ore deposits in the neighbourhood of the coal fields in Bengal 
and ~ihar and Orissa are capable of being exploited, as are 
also t hose in Madras and Ivlysore, if suitable hydro-electric 
power sites become available in their neighbourhood. In all 
these cases the metallic content is generally high, averaging 
higher than in most of the ores used in Europe and America. 
Commercial and Geographic Factors Affecting the Ex-
ploitation of Iron Ore. •raking the metallic content of the 
ore by itself, it is safe to generalise that successful 
1. Starkey, Klimra, and Hall, ~· ~' p. 252. 
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exploitation of iron ore can be carried on in almost any part 
of India, since the percentage of iron found in all the iron 
mines is notably high - more than fifty-five per cent. But 
when judged by the factors affecting the exploitation of min-
erals enumerated above, there are not many iron mines in India 
where exploitation can be carried on successfully. I t is only 
in Bengal and Orissa that iron and coal are found in close 
proximity; the metallic content of iron is comparatively high. 
Other minerals, such as limestone, are also found in the neigh-
bourhood. The mines are not situated far away from the sea 
and hence iron can be easily expor t ed to foreign countries . 
The ore occurs in most places near the hilltops, which are 
about 1500 feet above the level of the pl ain; hence smelting 
1 becomes easy. India is, on the whole, in a better position 
with regard to supplies of iron ore than probably any other 
country in the world . The progr ess made in the production of 
iron ore in India is shown by the f ollovling fi gures: 2 
Q.uantity (tons) Value (Rs . ) 
1914 441,574 5,44,740 
1921 942,084 21,08,329 
1929 2,428,555 64,91 , 236 
1935 2 ,364,297 35,50,327 
1937 2,896,258 46,88,082 
1. B. B . Iviukherji, An Economic and Comraercial Geogranhy of 
India (C alcutta and S1mla: Thacker Spink & Co . , 1931 r-p. 67. 
2 . J athar and Beri, I ndian Ec onomics, Vol. I, p . 28. 
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Between 1930 and 1933 there was a drop in output as 
a result of the prevailing depression; hov.rever, there has been 
a turn of the tide and production has again stepped up . India 
is now, in :f:'act, the second largest producer of iron ore in 
the British Empire and yields place only to the United lCingdom. 
Her output is of course still com.parat ively dwarfed by pr educ-
tion in the Unit ed States - 48- 3/L.b million tons in 1936, and 
J!,rance - 32 .3 million tons in both 1 935 anc1 1936; but her re-
serves of ore are not less than t hree quart ers of the estimated 
total in the United States , and there is every prospect tha t 
India will eventually take a much mor e prominent pl a ce among 
the world's producers of iron ore. 1 
Co;Jper Ore. Si n ce the introduction of electricity in 
mechanised :procJ.uction , the i mlJortance of copper ore has greatly 
increased . The United States of America occunie s an enviable 
nosition with regard to the supply and production of copper 
ore. As regards India, a l a r ge var i e ty of brass vessels of 
different shapes and des i gns u sed extensively by the t vro ma jor 
communities goes to prove the v.Jidespr ead deve lopment of the 
copper industry in India in olden days . Even today pl aces 
lilm Liovadabad are farnous for their brass vmrks , and every year 
a cons iderable variety of brass works of art, such as bells , 
vases, and thimbles are exported to foreign countrie s . Almost 
every large village has a C01)per smi th and brass worker . But 
1 . India~ Year Book, 1939-40, p . 722. 
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from the public ation of the Geological Survey of India it 
a ppears that although this mineral is a bout as widely scat-
tered in Indi a a s iron ore, nowhere except in the Singhbhum 
district in Bihar anc1 Orissa has it been found in workable 
quantities; and even in this area the deposits are so small 
and the quality of the ore is so poor that no amount of opti-
mism would enable one to place any reliance on this source . 
In 1936 the value of co~per ore produce was~ 300,993 and in 
1 1937 it was ~ 366,280 . 
Manganese. In the production of iron and steel WBnga-
nese is indispensable; this accounts for its development since 
the expans ion of the me t allurgical industries. It has been 
asserted that at least 90 per cent of the world's out ut of 
manganese ore is required for the Bessemer and open hearth 
processes for the manufacture of stee1 . 2 India is one of the 
largest producers of manganese ore in the world , and the out-
put of the present time averages nearly 800,000 tons a year , 
the bulk of vvhich is exported in its original raw form to 
..., a . . 3 ~urope an AL~r1ca. 'l'he princ ipal competitors in the world's 
market are Russia and Brazil and t he Gold Coast. The mineral 
is nov1 being worked in Bihar and Orissa, Bombay, Mysore, Madras, 
Central India and the Central Provinces . So far the quality 
of ore is good and compares favourably with that of fore i gn ores. 
1. Indian Year Book, 1939-40, p . 720. 
2. Jathar and Beri, Indi~~ Ecgpomics, Vol . I, p. 29. 
3. H. L. Soni, Indian Industry and Its Problems , p . 65. 
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The Future .2f Manganese ~· Until very recently 
India held more or less a monopoly of the world's manganese 
trade. In 1918, of the manganese ore imported into the 
United Kingdom 88.9 per cent was Indian. But it looks as 
though dark clouds are ahead for this important industry. 
In the first place, with the extension of underground mining 
operations, an increase in the phosphorous content of the 
mineral is in evidence; second, the U.S.A., which has been 
a valued customer of the manganese ore, is likely in future 
to depend more on the Brazilian supply than on India, chiefly 
as a result of trade negotiations between the two countries; 
third, efforts are being made to develop manganiferous iron 
ores as substitutes for a superior quantity of manganese; and 
finally, Russia is able to place large quantities of ore on 
the market at a price with which many Indian producers cannot 
compete without a return to pre-1Jvar railway freights. The 
Gold Coast has also become a serious rival of recent years. 
The large deposits of high-grade manganese ore discovered 
near Postmasburg in South Africa are also being developed . 
But as things stand today it appears that Indian manganese ore 
reserves are probably the most extensive in the world. Pro-
duction in 1937 amounted to 1,151,834 tons. 1 
The increase in export of manganese ore to different 
countries in 1937 was as follows: 
1. Indiru1 Year Book, 1939-40, p. 723. 
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United Kingdom + 53,000 tons 
France + 92 ,000 n 
Japan + 70,000 " 
Belgium + 75,000 f1 
U.s .A. + 54,000 n (1) 
Zinc, Lead, Silver, and Tin~· These three - zinc, 
lead and silver - although found all over India in varying 
quantities, are produced only in Bawdwin, Burma, on a large 
scale. Silver is obtained as a by-product of the smelting 
of lead-zinc ores. Before long it is hoped that Burma will 
be the chief new factor in the world's production of lead. 
According to the estimates g iven by the Burma Corporation 
Limited to the Geological Survey of India, the reserves of 
these ores, containing about 17.5 per cent zinc and 26 per 
cent lead, amount to 4,000,000 t ons. The present production 
amount s to 500,000 tons a year.2 Tin ore is also found in 
different parts of India , but nowhere is it found in large 
quantity except in Burma. The production at the present time 
amount s to about 50,000 mrls. 
It is important to note the value of these minerals, 
because in f uture they will supply to India all the sulphuric 
acid which is so essential f or industrial development. 
Gold. Although India is a great consumer of gold, she 
contributes only about 5 per cent to the world's production 
1. Indian Year~' 1939-40, p. 723. 
2. H. R. Soni, Indian Industrx and Its Problems, p. 63. 
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of it. The greater part of the total output of gold in 
India is derived from the Kolar goldfield in Niysore. The 
production of t his mine is however on the decline, having 
reached its hi ghest point in 1905, when 616,758 ounces were 
raised.1 In 1937 the output fell to 331,748.2 ounces, valued 
2 
at Rs. 3,04,80,105 (L2,291,737). 
Non-Jiletalliferous Minerals - Coal 
Among the three available sources of power for indus-
tries - coal, oil and hydro-electricity - coal will continue 
to remain t he most i mportant, in s pite of t he increa sed use 
of oil. For it is not only well distributed throughout the 
world, but is cheap . It is i mpossible to thiru~ of the de-
velopment of industries without an ade quate supply of coal 
in the country. Backward though India is in her industrial 
development, in the few l ar ge-scale f actories that are in 
existence, the use of coal is well marked. In 1923 the con-
sumption of coal was a s follows: 3 
Railways 
Indian Marine 
Bunker Coal 
Cotton J.tlill 
Jute Mill 
Port Trust 
Iron Industry 
30.8 % 
0.2 
4.6 
5.6 
4.7 
0.1 
12.0 
Inland Steamer 
Brick Kiln 
Tea Garden 
Paper Mill 
Collieries & Washage 
Domestic Consumption 
2.9 % 
2.2 
1.0 
0.7 
12.3 
22.5 
Coal is not only the princip~l primary source of heat and :po,Ner 
for industrial purpose s, but it is also ·the source of an 
1. J athar and Beri, Indian Economics, Vol. I, p. 30. 
2. Indian~~' 1939-40, p. 724. 
3. B. B. Mukherji, -~Economic and Commercial Geography~ 
India, p . 62. 
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endless variety of chemicals and other articles of the 
greatest industrial and commercial importance. 
Most of the coal mined in India comes from Bengal, 
Bihar and Orissa. Outside these provinces the most important 
mines are in the Hyderabad State, Burma, Assam, the Punjab 
and Baluchistan. Rajputana, Bikaner and Central India also 
contribute a small amount to the total supplies of India. It 
has been estimated that the reserves of coal in India amount 
to nearly 53,000 million tons, of which only about 10,000 
million tons can be described as high-grade - including nearly 
2,000 million tons of coking coal. Bengal, Bihar and Orissa 
and the coal fields in these areas are responsible for the 
production of nearly 90 per cent of the coal annually produced 
in the country. The output of coal in India at the present 
1 time amounts to nearly 21,000,000 tons a year. 
The following table gives a comparative estimate of 
the output of coal in different countries. 
India's Outuut of Coal Compared 2 With Other Countries, 1938 (000 omitted)~ 
u.s.A. 354,463 tons Belgium 29' 585 tons 
United Kingdom 230,658 " u.s.s.R. 132,888 n 
.Japan 53,000 n France 46,500 n 
India 28,?98 " Poland 38,104 n GerJJ18.Il.y 186,179 n 
Facts about India's 9.Q.§1. There are three important 
facts to bear in mind about Indian coal. First, it is unevenly 
1. H. R. Soni, Indian Industry and Its Problems, p. 6?. 
2. Statistical Year~ of the League££ Nations, 1939-40, 
p . 13?. 
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distributed. Most of the coal mines that can be worked on 
a profitable basis are concentrated in the northeastern part 
of India, the deficiency being principally marked in the case 
of the peninsula. Thus the cot·t;on industries of Bombay or 
Madras would have to i..rnport coal all the way from Bengal. 
But the cost of transport by land being high, they find it 
cheaper to import coal from South Africa or even from England 
than from Bengal. Second, Indian coal is poorer in quality 
than foreign coal. Only the Bengal coal can compare vri th 
foreign coal as regards the production of good metallurgical 
coke. Indian coals contain a larger percentage of volatile 
matter, sulphur and phosphorus, than British, American or con-
tinental coal, and the calorific or heat-producing value of 
the best ooal in India is nearly 10 per cent lower than that 
of the average British and l~erican coa1.1 Third, trueing into 
consideration the possible development of various kinds of 
industries, the supply of coal is limited. 
In an official bulletin issued in 1936 by Sir Lewis 
Ferm.or, Director of the Geological Survey of India, the ques-
tion of the conservation of India's coal resources has come 
to the fore. The Director has given warning regarding the 
possibility o~ complete exhaustion or India's resources of 
. . . t h d 2 good qual~ty coal wJ.thJ.n the nex un red years. 
1. H, R. Soni, Indi~n Industry and Its Problems, p. 68. , 
2. See "Capital- Indian Industries", Trade and Transport 
Supplement, Dec. 1937, pp. 46-47. 
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Pre sent Position of ~ Production. With the ex-
ception of the United Kingdom, India produces more coal than 
any other part of the British Empire. In 1914 the production 
of coal was 16,464,263 tons and in 193? it was 25,036,38 6 
l tons. Thus there has been a gradual increase in the produc-
tion of coal all throughout t his period except during the de-
pression years. As a result of the reduction of railway 
charges, Bombay and lv'Iadras are depending more and more on the 
indigenous supply of coal than on the foreign supply; hence 
there has been a great f all in the importation of coal. Most 
of the coal lifted in India is mined without t he use of mechan-
ical devices, a few contrivances, however, being used in some 
of the Bihar mines. Recent legislation ha s prohibited the em-
ployment of women in underground . worl~. Of the total amount of 
coa l 1nined in India much is used in the country, a very small 
amount being exported to Ceylon, t he Straits Settlements, and 
the Dutch East Indies. Of late, Australian coal and African 
coal have superseded Indian coal on the market and it will be 
difficult for India to regain her. place. How successf ul this 
industry will be in the future depends upon the progress ive 
use of mechanical devices, the increased use of coal in the 
indigenous industries and the poss i bility of finding high-
grade coal. 
1. Indian~~' 1939-40, p. ?21. 
Petroleum 
In recent years oil has become a strong rival to 
coal. Greater power, cleaner at mosphere and less weight 
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are in favour of oil being used as a motive power; for these 
reasons it is being used more and more in various kinds of 
means of transport, especially in air transport. Petroleum 
is also the basis for the manufacture of many articles of 
gr eat commercial and industrial importance, of which paraffin 
wax , lubricating oil, and senrl-solid greases may be mentioned. 
There are t wo distinct oil-bearing a reas in India on either 
side of the Hi malayan arc: the one on the east, by far the 
most i mportant, includes Assam and .Burma, contributing 95 per 
cent of the total output; the other, on the west, includes 
the Punjab and Baluchistan. The production of petroleura in 
India and Burma has increased from 118 million gallons in 1904 
to about 323 million in 1935. The enormous home demand for 
kerosene now exceeds even the greatly increased Burma supply, 
necessitating a large volume of i mports of foreign kerosene 
oil; e.g., 62.21 million gallons in 1956-3?. In the same year 
the production of kerosene in India and Burma was reputed to 
be 173.8 million gallons. In 1936-3? the foreign oil consumed 
in India accounted for 26.3 per cent of the total consumption 
in the country. Out of the petroleum products of India prac-
tically no kerosene is exported, the chief articles of export 
being petrol, benzine, paraffin wax, and candles. Owing 
chiefly to increase in home consumption exports of petroleum, 
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including petrol, benzine, and benzol, are declining rapidly. 
In spite of the increased output of indigenous petrol, the 
supply is not sufficient to meet the home demand, which was 
esti~~ted at 101.6 mill~on gallons in 1936-37. In the same 
year, home production amounted to 91.1 million gallons. The 
export of petrol has practically ceased, and the Tarif'f Board 
apprehend an imminent shortage in India vvhich will have to 
be roo t by increased imports. Imports amounted to 10 million 
gallons in 1936-37.1 
World Distribution of Petroleum. A comparative study 
of petroleum distribution will indicate the deficiency of that 
product in India. 
Crude Petroleum and Shale Oil Production8 in 1938 (In metric tons) (OQO's omitt:edt 
u.s.A. 
Mexico 
Russia 
164,302 
5,877 
28,859 
Persia 
Rumania 
.India 
Bahrein Islands 
14,722 
6,601 
351 
1,132 
The Future of Petroleum. Though motorbus transport 
has increased enormously in India, it has not as yet reached 
the saturation point; for with the development of roads in 
the country there is bound to be still wider scope for trans-
portation. India is a land of' distances, and if they are to 
be traversed in a short time the development of air transport 
1. Jathar and Beri, Indian Economics, Vol. I, pp. 31,32. 
2. Statistical Year Book .2.f. ,:the Lea5ue of' Nations, 1939-40, 
p . 131. 
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is absolutely necessary. Engineering factories and other 
industries calling for the use of oil have not as yet been 
developed. If, therefore, there is rapid development of 
motorbus transport, air transport, · ~:md of industries, there 
will be increased demand for petroleum. Today India is not 
in a position to fulfill the demand for oil; the apprehension 
is, therefore, whether she will be able to meet the future 
demand. It goes without s aying tha t unless new petroleum 
reserves are discovered India will have to depend upon im-
ported oil. 
Mica is used principally in the electric industry as 
an insulating medium, and itassum.ed a position of great im-
portance during the war in connection with the development 
of wireless telegraphy, aeronautical science, and motor trans-
port, which would have been impossible without it. It is 
also used in the manufacture of certain varieties of paints, 
and in the decorative arts and industries. 
Production of Mica in India. India has for rr~y years 
been the leading producer of mica, with an output of more 
than three-fifths of the vrorld' s total. Mica is found in 
Bihar, the 1fudras Presidency, Travancore Ajmer, and other 
parts of Rajputana. In 1936-37 the production of mica was 
180,000 cwt.1 The United States is India's principal customer, 
1. Jathar and Beri, Indian Economics, Vol. I, p. 33. 
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·while the United Kingdom stands second. The German demand 
had sho~n signs of revival before the present war. France 
ru1d Holland are also increasing their imports. 
Future Prospects. The rapid extension of mica mining 
in East Africa and Brazil dims the prospects of the Indian 
industry. There is ample scope for improvement in the packing, 
sizing and grading of Indian mica so as to enable it to secure 
proper prices in the foreign market. 
Wolfram. This is the chief ore in tungsten and is in-
dispensable in the manufacture of high-speed steel, invaluable 
for war purposes. Tungsten also has other important uses; 
for instance, the manufacture of wire for filament of incan-
descent lamps, snd dyeing and fireproofing. Vfolfram mining 
is located in Burma, which is the leading wolfram-producing 
country in the world. 
Saltpetre. Saltpetre is in considerable demand for 
industrial purpose; for instance, in connection vvi th the :rnanu-
facture of gla~s, the preservation of food, and n~urial pur-
poses. Its production in India is practically restricted to 
Bihar, the United Provinces, and the Punjab. There was a tline 
when India possessed practically a monopoly of the vrorld' s 
supply of nitrates, so important in the manufacture of ex-
plosives and chemical manure. But partly owing to the tariff 
policy of the Government of India, who for some time tried 
to exploit the Indian monopoly for revenue purposes by the 
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imposition of a heavy exp~t duty, and partly owing to other 
causes, India was dislodged from this position by rival for-
eign producers. The little that is produced today is ex-
ported to foreign countries. 
~· Salt is a very valuable mineral product for India, 
not only because its use is extensive in domestic consumption, 
but also because it has a priority in various kinds of indus-
tries, chiefly leather tanning and food preservation. About 
three-fourths of India's annual consumption is salt produced 
in the country itself, the total consumption being about two 
million tons. The total output of salt during 1935 was 
1,948,173 tons. In the same year 393,972 tons of salt were 
imported into India, the bulk of the import being from Aden 
and dependencies. About 60 per cent of the Indian salt is 
obtained by evaporation of salt water on the coasts of Bombay, 
Madras, and Burma. Another source of salt is the Salt Range 
and Kohat mines in the Punjab. In Kohat the salt resources 
are said to be practically inexhaustible. The other two 
sources are brine salt from the Sambhan lake in Rajputana and 
salt brine condensed on the border of the lesser Rann of 
Cutch. The normal demand for foreign salt may be placed at 
approximately 500,000 tons. An investigation into the future 
of the salt industry by the ·Tariff Board goes to show that 
India can be self-sufficient in the production and consumption 
of salt.1 
1. Jathar and Beri, Indian Economics, Vol. I 34 
' p. • 
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Clay. In all the large villages of India, without ex-
ception, the potter is to be found. Earthen pots of different 
shape and design are used extensively by both rich and poor. 
In areas of heavy rainfall like the western coast, tile roofs 
are common. Throughout India, brick is used for the construc-
tion of houses. The various kinds of clay necessary for these 
purposes is found in different parts of India . Apart from 
comruon clay there are to be found clays of finer quality. 
Very little prospecting work has so far been done to ascertain 
the potentialities of clay deposits in India, but, even in the 
present state of incomplete survey, the Geological Survey ex-
presses the opinion: 
There can be little doubt that India possesses 
also all the materials necessary for the manufacture 
of porcelain of the highest quality, such materials 
being found in the Jubbulpore district and the Raj-
mahat Hills. 
The value of these deposits is greatly enhanced by their proxi-
mity to the great coal fields of Bengal and Behar. 
Building Stones. Among the most important of the 
building stones available in India are the sandstones which 
are found from Dehri-on-Son to Hoshangabad, hence to Gwalior, 
and from there to Agra and to Neemuch. Many of the great 
masterpieces of Indian art, dating from the time of Asoka to 
the present day, have been constructed out of this material. 
In the southern part of the peninsula, various igneous rocks 
1. H. R. Soni, Indian Industry and Its Problems, p. 71. 
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are used to a great extent. Other kinds of building raateri-
als are slate and limestone in the centre of southern India; 
basalt rock in the Central Provinces and Central India; 
laterite, which is widely distributed throughout India; the 
famous Porbunder stone, much in use in Bombay and I(arachi; 
the marble of the Jubbulpore district and other parts of the 
Central Provinces, end many other varieties too numerous to 
1 
mention. 
Cement-Making Materials. The chief raw materials re-
quired for making cement are chalk or limestone and clay, 
all found extensively in India. The principal source of lime 
is limestone, the supply of which is practically unlimited. 
! Critical Review of Mineral Resources. At the close 
of this brief sketch of the mineral resources of the country, 
one reaches certain definite conclusions. The first question 
that comes to mind is: Are the mineral resources of the 
country adequate to establish certain industries like the iron 
and steel industry, transports, the building industry, and 
the like? In general, it may be said that almost all the 
minerals necessary to start the above-mentioned industries 
are present in India and are conveniently located. The only 
deficiency is in regard to coal. Still, it ought not to be 
a serious handicap, since the present supply of coal is enough 
1. Jathar and Beri, Indian Economics, Vol. I, p. 36. 
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for another hundred years. Moreover, India's potentialities 
are not to be judged solely by the extent of its known re-
sources, for it is a well-kno~~ fact that the mineral possi-
bilities of some of the most promising areas in the country 
have not been systematically tested. As regards oil one must 
admit that there is considerable deficiency. India, hov;ever, 
is not the only country facing this difficulty. Other Empire 
countries, like Canada, Australia, and South Africa, are also 
in the same position. P1ter all, India is not very far away 
from the oil resources of Iraq. A well-planned international 
trade is likely to help India overcome this hindrance. Another 
important consideration is: Should India exploit these min-
erals to supply them to her own industries or should she ex-
port then to foreign countries? A rough-and-ready anm1er 
cannot be given at this juncture. We shall have to postpone 
the consideration of this point till we come to the subject 
of industrial development and planning. 
v\f aterpower - lli Importance to India 
A survey of two of the most common sources of motive 
power - coal and oil - has already disclosed the fact that 
steady progress in industrial development cannot be based upon 
their dependable supply. The development of other sources of 
power, like wood for fuel and wind for propulsion, is also 
limited. Water-power, therefore, seems to be the only hope 
of India. Again, successful industrial progress depends upon 
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the availability of motive power that is cheap. It is ad-
mitted that water power is comparatively cheap. Furthermore, 
if water power is properly harnessed, it can serve the double 
purpose of affording irrigational facilities and of supplying 
power. Water power can be used not only in large scale in-
dustries but also in many small industries. Already, in cer-
tain parts of India, notably in the United Provinces, hydro-
electric power is being used in well irrigation. Hydro-
electricity can also be used extensively in railways. The 
Great Indian Peninsula Railway is mru(ing use of hydro-elec-
tricity not only for the suburban train service but also for 
long distance service. There are numerous other minor uses 
like ~_lighting and cooking to Yvhich electricity can be put. 
! Survey Q! the Position of Hydro-electric Energy. 
India promises to be one of the leading countries of the world 
in regard to the development of hydro-electric power, and 
great strides in this direction have already been made. 
1~ . Meares, who made a survey of the hydro-electric energy 
in 1919, reported that the industries in India absorbed over 
a million horsepower, of which only some 285,000 h.p. is sup-
plied by electricity from steam, oil or water. The water power 
so far actually in sight amounts to 1-3/4 million horsepower, 
but this excludes practically all the great rivers, which are 
at present uninvestigated. Thus the minimum flow of the seven 
great rivers eastward from the Indus is stated to be capable 
of giving not less than three million horsepower for every 
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thousand feet of fall from the Himalayas, while similar 
considerations apply to rivers in other parts. The Report 
points out that the Bombay Presidency holds a unique posi-
1 
tion in this case. 
Economics of Developing Hydro-electric Energy. It is 
a common fallacy that hydro-electric energy is cheap and 
hence should be developed wherever there are facilities for 
it. Hydro-electric energy is cheap provided certain economic 
factors are present. First, it should be possible to develop 
industries in the neighbourhood of the waterfall, which in 
turn means t hat all the facilities f or industrial construe-
tion, like raw materials, labour, market, and 1neans of com-
munication, must be present. Second, the demand for electri-
city must be great and continuous. I t is not worth while con-
structing a hydro-electric plant simply to furnish light and 
heat . to a near-by city or tmv.n. There must be a number of 
industries close by. Third, a large amount of capital should 
be ava'ilable . Installation of an electl1ic plant involves a 
large sum of money. Not only that, but there is considerable 
lapse of time between the time of inves t ment and the receiving 
of dividends. People, therefore, must be willing in the first 
place to invest their money and then wait for the increment. 
Finally, if entrepreneurs are anxious to keep expenses of 
production dmvn in order to sell electricity cheap , they must 
1. Indian Year Book, 1939-40, p. 377. 
151 
adopt constantly the most up-to-date methods and rn.eans. 
Difficultz of Develoning IIydro-Electric Energy in 
General. Judged by these factors, we see it is very diffi-
cult to develop hydro-electric power easily. Oftentimes it 
has to be transmitted over several hundreds of miles; as a 
r esult the cost augments considerably. 
Dif~iculties of Developing Hydro-Electri~ Energy in 
India. The seasonal character of the rainfall makes costly 
storage works indispensable. Many of the potential sources 
of hydro-electric power are situated in inaccessible local-
ities and are far removed from existing centres of commerce. 
There are other sources the development of which is so costly 
an affair t hat t he power obtained from them cannot compete 
with that obtained from various alternative sources. The de-
mand for electricity of t hose industries which are situated 
near the water-power zone is very small. There is also the 
difficulty of getting capital, and t here are the problems of 
establishment and operation. 
Present Hydro-Electric Works - Bombay. The greatest 
hydro-electric undertakings in I ndia are the three schemes 
developed and brought into operation under the management of 
the Tata Hydro-Electric Agents, Ltd. The first of these 
works was started in the neighbourhood of Lonavala in 1915 
to supply electricity to the Bombay mills. Since t he develop-
ment of t his scheme did not quite meet the demand of the 
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Bombay mills, the next scheme, known as the Andhra Valley 
Power scheme, was designed in 1922 to yield 100,000 horse-
:power in its full development. .Another important project, 
which was carried out under the name of' the Nila-Mula scheme, 
is calculated to supply 150,000 horsepower; and a gigantic 
Tata scheme is contemplated in the huge valley of the Koyana 
River. As a result of the completion of these schemes, which 
operate as a unit under one management and have a combined 
normal capacity of 246,000 horsepower, the handicap imposed 
upon Bombay by the absence of coal in its vicinity vdll be 
entirely removed.1 
Mysore Hydro-Electric Works. The first hydro-electric 
scheme of any magnitude undertaken in India or indeed in the 
East was that on the Cauvery River in Mysore State in 1902. 
The initial undertaking has constantly been expanded, so that 
its capacity now stands at 46,000 h.p. The number of lighting 
and power conslli~ers of all classes in about 250 tovms and 
villages within the Mysore State was increased, making it 
necessary for the Government to sanction the construction of 
more power stations. The construction of these projects is 
to be completed in the shortest time possible and will bring 
2 
the total capacity to 89,000 h.p. 
1. Jathar and Beri, Indian Economics, Vol. I, p. 39. 
2. Indian Year~' 1939-40, p. 3?8. 
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Nmdras. There are three important hydro-electric 
schemes in Madras, all undertaken by the Madras Goverrunent. 
The Pykara hydro-electric scheme vms completed in 1932 and 
has a capacity of supplying 11,000 h.p. The IViel tur hydro-
electric scheme commenced its operation in June 1937 and can 
be developed to a maximum capacity of 32,000 h.p. The Papa 
nasam Hydro-electric scheme was sanctioned in 1938 and is 
expected to co~~ence operation by the end of 1941. It will 
1 
supply 9,850 b.h.p. 
Kashmir. The Kashmir Government, following in the 
footsteps of Mysore State, has established electric works 
on the Jehlum River which have a ·capacity of carrying water 
2 
sufficient for generation of 20,000 h.p. 
~ United Provinces. Another interesting work is 
the hydro-electric scheme in the United Provinces, which vrill 
carry electrical power to a large number of tmms and villages 
and will, it is anticipated, assist greatly in the development 
of rural ro .. eas. 
~ Punjab. The Mandi Scheme in the Punjab, vvhich, 
when completely carried out, is expected to supply such enor-
mous quantities that it will be able to serve a very large 
number of industrial centres, including distant places like 
Delhi, is one of the most interesting schemes of hydro-
1. ]J1dian Year Book, 1939-40, p. 379. 
2. Ibid., p. 380. 
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electric development. The possibility of electrifying some 
of the railw·ays in t he Punjab, and, more important, of intro-
ducing tube well-irrigation , adds to the interest of this 
project. 
Concluding Remarks. A brief survey of hydro-electric 
power in the country indicates that the potentialities of 
wat er-power are gr eat; and what is more, the sources are well 
distributed·, ·so that there can be nation-wide development. 
'rhe survey also shows that water-power is being used not only 
in manufacture but also in agria.ulture. There are inun.ense 
possibilities of using electricity in transport and other in-
dustries. But, just as in the past, the future extension of 
the use of electric power will de pend more on Government 
mea sures than on private initiative. 
Wind and Wood ~ Sources .Q.f. Motive Power. For the use 
of wind as motive power its flow must be steady, strong, and 
continuous. In India the wind is strong, but it is neither 
steady nor continuous; hence it cannot be relied upon a s a 
source of motive power. Ho·w·ever, in certain parts of the 
country, 1Nhere t he wind is strong, wind wheels are used to 
irrigate the fields. As fuel for motive power, wood is a very 
poor substitute for coal, oil or water. It is not powerful, 
and it is also not very hygienic. In India its use is further 
limited on account of the reduction in forest areas. 
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Flora and Fauna 
The plant and animal life of a country is the result 
of climatic and soil conditions. Since these differ a good 
deal from one part of the country to the other, there is a 
great variation in plant and animal life. We shall consider 
plant life first. 
Plant Life 
As a survey of the forests and their products has al-
ready been made, a detailed description of the various agri-
cultural products should suffice. One of the classifications 
followed in the description of agricultural products is food 
crops and fibre crops. Vle shall adhere to this classification. 
Food Crops (Main) 
Food crops preponderate, accounting for 81.4 per cent 
of the total sovvn area. 
Rice. Rice is the leading crop of India, as it is the 
staple food of most of the people of the country, and it 
occupies about 30 per cent of the whole cultivated sown area, 
the total area devoted to its cultivation being 84.42 million 
acres, yielding 33.19 million tons in 1936-37. India's con-
tribution to the world's production of rice is about 40 per 
cent, and she is the largest exporter of rice in the world, 
though her average exports seldom exceed 7 to 8 per cent of 
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her total production. Rice grows in summer and requires a 
heavy rainfall during the growing :period, as the fields must 
remain flooded. Alluvial soil is very good for rice, as it 
can conserve the moisture which is essential for its culti-
vation. The period of rainfall determines the period of 
growth. In some places, as in Bengal, it takes 120 to 150 
d~ys, while in Madras a longer period is necessary. These 
geographical conditions render suitable for its cultivation 
Bengal, North Bihar, the Madras coast strip, the Bombay coast 
strip, Burma, Sind and Assam. Rice is gro~vn in all the 
seasons when conditions are favourable, but the winter rice, 
ripening in December and January, constitutes about 75 per 
cent of the total produce. In canal-irrigation districts in 
Bengal and Bihar and Madras, as many as three crops are raised 
on the same field annually. In British India the average out-
put per acre is Bi cvvt., ·while Egypt produces 22 cwt. and 
Japan 21 cwt. per acre. The primitive method of cultivation 
is responsible for this low yield. In the export of rice to 
foreign countries the Burman rice looms :prominently, its share 
1 being 84 per cent of the total export. With the separation 
of Burma from India the importance of India as a chief ex-
porter or rice has not only decreased, but her imports from 
Siam and French Indo-China have increased. Today India con-
sumes more rice than she can produce. Imports in 1936-37 
1. Jathar and Beri, Indian Economics, Vol. I, p. 170. 
1 
amounted to 85,782 tons. 
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Wheat. Next in importance to rice as an article of' 
food is wheat, which covers an acreage of ten :per cent of' 
the total cultivated area. It is consumed mainly in the 
Punjab, the United P~ovinces, Bihar, and Rajputana. Wheat 
is principally a winter crop and thrives well when irrigated. 
~vo f'actors principally determine the area of wheat production -
temperature and rainfall, or artificial irrigation. In 1936-37 
. I d" 3 2 . . 2 the total area under wheat 1n n 1a was 3 • 4 rnQll1on acres. 
The principal wheat-producing provinces in India are the Pun-
jab, the United Provinces, the Central Provinces and Berar, 
Central India States, Bombay, Sind and Bihar. The United 
Provinces and the Punjab account for nearly two-thirds of the 
total area and three-fourths of the total yield. India pro-
duces about one-tenth of the world's wheat, and as regards 
production she occupies the third place. Though this crop 
is so very important to India, both for home consumption and 
for export, the rate of production is quite low. India pro-
duces only ten bushels of' wheat per acre, while the United 
States of A.111erica produces 13.5, ·canada 12.8, and even older 
countries like France 19.8, Germany 26.8, and the United 
3 
Kingdom 32.1 heavier yields. The export in wheat had been 
1. Indian Year Book, 1939-40, p. 329. 
2. Jathar and Beri, Indian Economics, Vol. I, p. 171. 
3. B. B. Mukherji, An Economic and Commercial Geographz of 
India, p. 38. 
growing since the opening of the Suez Canal in 18?0. In 
1935-3? the wheat exported was 231,500 tons.1 
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Barley. This staple is chiefly grown in the United 
Provinces and Bihar, covering a total acreage of 5.33 million 
acres. Because the internal demand is great, the amount ex-
ported is very small. In 1935-3? it amounted to 10,000 tons. 2 
Barley is used as food both for man and cattle. 
Millets. There are two varieties of Indian millet, 
jowar and bajra, and they constitute an important group of 
food crops for the masses in Madras, Bombay (Deccan), and the 
adjoining district of Hyderabad. They supply also valuable 
fodder for cattle. They do not need as thorough a cultiva-
tion as wheat and are rarely manured. In 1935-37 the total 
area under jowar and bajra in India was 52.5 million acres. 3 
There is no considerable export of either of those millets. 
In 1935-37, there was exported 7,000 tons of jawar and bajra.4 
Pulse. Pulse is commonly grovm throughout India in 
great variety and forms at once the backbone of agriculture -
since even the present moderate degree of soil fertility 
could not be maintained without leguminous rotations - and 
1. Indian Year~' 1939-40, p. 329. 
2. Jathar and Beri, Indian Economics, Vol. I, p. 172. 
3. Indian~ Book, 1939-40, p. 329. 
4. Jathar and Beri, ~., p. 1?3. 
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a primary necessity in the food of a vegetarisn populati·on. 
The yields on the whole are fairly good, and mixed cropping 
is common. The principal varieties of pulse are arhar and 
gram. Exports of pulse are comparatively limited on account 
of the large internal demand. In 1936-37, 137,000 tons were 
exported.1 
lvmize , (or Corn). Maize loves a warm climate, with 
occasional rainfall during the growing period, on tertile 
dark-coloured soil capable of retaining moisture. It thrives 
in areas which have bright sunshine and are free from water-
logging. It is therefore widely grmvn in Bihar, in the United 
Provinces, the Punjab, N. W. F. Provinces, Madras and Bombay, 
covering an area of about four million acres. In the United 
States of America about 75 per cent of the crop is consumBd 
by hogs and horses on the farm, while the same amount is con-
sumed by human beings in India and the leaves and stalks are 
given to the animals. 2 
Sugar Cane. India is eminently suited to the produc-
tion of sugar cane and is the largest producer of sugar cane 
in the world except Cuba. The area devoted to sugar in 
3 
193?-38 was 3,426,000 acres. The chief cane-grmving prov-
inces are the United Provinces, the Punjab, Bihar and Orissa, 
1. Jathar and Beri, Indian Economics, Vol. I, p. 173. 
2. B. B. Mukherji, An Economic and Commercial Geography of 
India, p. 19. - --
3. Indian Year Book, 1939-40, p. 330. 
160 
Iviadras, Bombay and Assam; more than half the area is in the 
United Provinces. Though the area in southern India is small, 
the cane grown there is much thicker and finer than in north-
ern India. The yield of sugar in India is very low as com-
pared to that of other countries: India produces 1.07 tons 
per acre, while Java's out-turn is 4.12 tons and Hawaii's 
4.61. But the real nature of the inferiority of the Indian 
industry becomes patent when we consider that over 75 per 
cent of the Indian sugar is made in the form of gur. Figures 
for other countries represent production direct from cane, 
which yields about 90 per cent of refined sugar, while the 
1 percentage of recovery from gur hardly exceeds 50. Today, 
nevertheless, the indigenous variety is fast being re pl aced 
by seedling cane of high quality; the area covered by this 
i mproved variety in the United Provinces is over 75 per cent 
of the area. The Indian production is not sufficient for 
the satisfaction of the home demand, and 23 per cent of the 
total consumption, which is about 3 million tons, ha s to be 
i mported. The per capita consmnption in India may be esti-
mated to be 2? lbs., as compared to 98 lbs. in the United 
States, 9? lbs. in Denmark, and 94 lbs. in t he United Kingdom. 
Attempts are being made to reduce the importation of foreign 
sugar by the levy of heavy i mport duties, and the present 
expansion of the manufacture of white sugar also will go a 
·1. B. B. Mukherji, Economic and Comro.ercial Geography of 
India, p. 20. 
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long way to make India self-sufficient. Previous to 1932-33 
t here were only 31 cane f actories in operation. In 1936-37, 
as aresult of the grant of protection, the number had in-
creased to 146.1 In addition, there were also nine gur re-
fineries in existence during the same period. 
Fruits. It is not to be ·wondered at that India, with 
her diversity of climate and soil, should grow a large vari-
ety of vegetables and fruits. It is a matter of regret that, 
though these constitute part of the daily food of the vegeta-
rian population, very little has been done on scientific 
lines to improve their production. The regions producing 
fruits of the temperate and sub-tropical zones are the district 
around Peshawar in the North Viest Frontier Provinces, Q,uetta 
in Baluchistan, the Kangra and Kulu valleys of the Punjab, 
South Kashmir, Klli~on hills in the United Provinces, the hill 
districts of Assam, central portions of the Central Provinces, 
the Konkan district of Bombay, and the Nilgiris and .~araalai 
hills in the Madras Presidency. These districts have a long 
winter with moderate rainfall, and the hill slopes furnish 
a good drainage for the outflow of water. The Northwest 
Frontier Brovinces grow grapes, peaches, plums, pears, pome-
granates, loquats and dates. These fruits are exported to 
all parts of India. The orange is one of the easiest fruit 
trees to grow. It commences to bear fruit within six years 
1. Jathar and Beri, Indian Economics, Vol. I, p. 175. 
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o~ planting. Oranges are gro'~ largely in Assam, Nagpur, 
the Northwest Frontier Provinces and the Punjab. The mango 
is the poor 1nan's ~ruit and is grovm extensively where the 
soil is alluvial, the rain~all liberal and the climate humid. 
Mangoes are grovm practically all over the country. The ex-
pansion of fruit growing is seriously restricted at present, 
not so much by geographical factors as by the primitive 
methods of transport and marketing. 
Other Important Crous 
~· Perhaps with the single exception of China, India 
is the largest tea producer in the world. Tea flourishes in 
a warm sub-tropical clinmte with a steady rainfall not ex-
ceeding 70 inches . annually. The soil should be light enough 
to allow roots to get through. As waterlogging is injurious, 
the plants are grown on well drained hill slopes. These con-
ditions are chiefly to be found i n Upper Assam, which grows 
the largest amount of tea in India, while North Bengal is a 
good second. Tea also is an important industry in Travancore, 
Madras, the United Province, the Punjab, Burma and Chota Nag-
pur . in Bihar. Tea plantations were a government enterprise 
to start with, but now they are financed and managed by 
European business firms. The tea industry has enjoyed a long 
spell of prosperity, with growing internal consumption and 
foreign exports. In 1936 the area under tea was 834,000 acres 
and the total yield was 395.18 Dlillion lbs. There is a very 
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large export trade in tea, especially with the United King-
dom, v.rhich took 85.6 per cent of the total Indian exports in 
1936-3?, which represented ?? per cent of the total produc-
tion, leaving the balance for domestic consumption.1 
Coffee. Coffee is a tropical plant requiring a rich 
soil, a fair amount of rainfall, and a warm temperature. It 
is usually grovm in altitudes varying from 1500 to 2500 ft. 
The main coffee-growing areas are in the extreme south, where 
all these conditions are present - the principal regions being 
Mysore State, Madras, Coorg, Cochin and Travancore. About 
one-half of the world's coffee supply cornss from Brazil, while 
Ceylon and Java also export in large quantities; but the Indian 
coffee, which is mainly grown for export, commands a higher 
2 price owing to its superior quality. The coffee estates are 
not well served by railways. In 1936-3?, 211,000 cwt. were 
exported from British India. The principal markets for Indian 
coffee are the United Kingdom and France.3 
Oil Seeds. India grows a variety of oil seeds, such 
as linseed, sesamum, rape and mustard, cocoanut, castor, cot-
ton seed, moviTah, nijer, coriander, cunrrain, ajwan and kardi. 
Ground-nut is the leading crop among the oil-seed group. 
1. Jathar and Beri, Indian Economics, Vol. I, p. 1?9. 
2. B. B. Mukherji, An Economic and Commercial Geography of 
India, p. 28. - -
3. Indian~~' 1939-40, p. 764. 
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They account f or a total area of 15.66 million acres in 
British India (1935-36). A large quantity is exported an-
nually. Oil seeds occupied the fourth place among Indian 
exports of all kinds during 1936-37.1 France and the United 
Kingdom t al(e between them more than one-half of Indian ex-
ports of linseed, while Italy accounts for 14 per cent, Bel-
gium 9 per cent, and Germany 6 per cent.2 It is felt that 
India does not yet make the best use of her oil seeds, though 
attempts have been made to develop a local oil-crushing in-
dustry. In the West, vegetable oil is put to many uses; for 
example, in }Unerica cottonseed is crushed, the oil used for 
edible purposes, end the cake as manure or cattle food, 
whereas in India a large proportion of cottonseed is exported. 
Tobacco. Tobacco thrives in light soil rich in humus, 
having sufficient depth for the development of the roots of 
the plant. The climatic factors are heat in swmn.er, with 
copious rainfall from July to Se ptember. In 1935-36 the total 
area reported under tobacco was 1,357,000 acres, the leading 
contributors being Madras, Bengal, Bihar, Orissa, Bombay, 
Burma , the United Provinces, and the Punjab. The bulk of the 
tobacco grovm in India is consumed locally, but there is an 
export trade of considerable. value in unmanuf actured tobacco. 
In 1936-37, 28.5 million lbs. of tobacco, valued at 87.76 lruchs 
1. Jathar and Beri, Indian Economics, Vol. I, p. 180. 
2. B. B. Mukherji, 1\n Economic and Commercial Geogr aPhy of 
India, p. 29. 
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of rupees, was exported. As regards raanufactured tobacco, 
the value of the im:9orts has always exceeded that of the ex-
ports, and the difference has recently been accentuated by 
the increased constunption of cigarettes.1 The increased 
home demand for cigarettes has encouraged the opening of a 
ntunber of factories for the manufacture of cigarettes in India. 
Indian leaf tobacco makes an excellent filler, but is gener-
ally unsuitable for ~~appers. The deficiency is met by a 
considerable import of leaf from Sumatra and Java. 
Rubber. Rubber, essentially a tropical plant, requires 
high temperature and copious but well-distributed rainfall 
for its grovnh, and in addition it demands close attention. 
It is grown mainly in southern India - Malabar, Coorg, and 
the States of Mysore, Travancore and Cochin, and BuriT~. The 
total area under rubber in 1936 was 228,200 acres, and the 
total yield 60 million lbs. Most of the rubber grovm is ex-
ported- 28.9 million lbs. being the figure for 1936-37. 
India 's share in the world's production is only about 3 per 
cent. India imports a large quantity of rubber. An event 
of outstanding importance was the establishment in 1936, near 
Calcutta, of a large factory for the manufacture of tires and 
2 
other rubber goods. 
1. Jathar and Beri, Indian Economics, Vol. I, p. 190. 
2 • ~. ' p. 193. 
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Fibre Crops 
Cotton. Cotton is the premier fibre crop in India. 
In 1936-37 the total area under cotton was 25.11 million acres 
and the yield was 6.26 million bales of 400 lbs. each. There 
is a large export trade in raw cotton, more than 60 per cent 
of the crop being sent out of the country. The United King-
dom and Japan are the principal customers. Indeed, cotton 
is the first article of the export trade of India. The prin-
cipal cotton provinces of India are Bombay, Central Provinces 
and Berar, Hyderabad, the Punjab, Central India States, and 
Madras. So far as the area under cotton total out-turn goes, 
India stands next to the United States of America. Indian 
cotton is for the most part short staple, the lint being short 
and coarse in fibre as compared with that of ..American and 
Egyptian co-tton. The yield of cotton per acre is low, being 
between 75 and 100 lbs. of lint cotton as compared vvith 180 
in the United States and 300 to 400 lbs. in Egypt. Efforts 
are being made to introduc·e a foreign variety of cotton, but 
conditions in many parts of Indi a are not favourable; there-
fore greater attention is being paid to the improvement of 
the indigenous varieties. Egyptian cotton and American cotton 
have been cultivated with considerable success in the canal 
zones.1 
1. Jathar and Beri, Indian Economics, Vol. I, pp. 183, 184. 
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~· Jute is the most important Indian fibre after 
cotton. India enjoys a monopoly as the world's sole producer 
of jute. Its cultivation is restricted to the Ganges-
Brahraaputra delta in Bengal, the province of Assam, with the 
adjoining Indian State of Gooch Bihar, Bihar, and Orissa. 
In 1937 the total area under jute wa s 2,861,000 acres. The 
introduction of jute cultivation in the Gujerat tract of the 
United Provinces has proved a success. The export aspect of 
the crop is only second in importance to that of cotton. In 
1936-37 exports of raw jute amounted to 821,000 tons. Germany 
and the United Kingdom are the principal customers for India's 
raw jute, other important countries beu1g Spain, France, Japan, 
China , the United States, Italy and Belgium.1 
Animal Life 
The diversity of Indian geographical conditions ha s 
naturally developed a great variety of animal life, and the 
number of species found in India is nruch greater than in 
Europe. The most useful animals are the cow, the buffalo, 
.the sheep and the goat, the horse, the donkey, and the camel • 
.Among the birds the most useful are the fowls. ]'ish is of 
immense importance, especially in provinces lilce Bengal, Assam 
and the coast strips of the Peninsula. The Indian Sea contains 
many varieties of edible fish, but these resources still await 
1. Jathar and Beri, Indian Economics, Vol. I, pp. 186, 187. 
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properly organised exploitation along modern lines. Another 
natural asset has been the excellent and abm1dant supply of 
fish from the rivers. Even now the supply seems to be in-
exhaustible. Oyster pearls are found in many rivers, not to 
speak of pearl beds on the sea coast. From an early period, 
pearl fishing on the coast of Ceylon and the eastern coast 
of Southern India was a profitable business. 1 
From an economic and commercial point of view, among 
animal products skin and hides, wool, and to a certain extent 
silk are important. Dairy farming and poultry raising on a 
large scale are almost unb1own in India. The majority of the 
Indians are vegetarians, and those that are not keep just a 
few fowls to supply them with meat or eggs. The preliminary 
work of collecting hides is entrusted to the village chamar, 
who flays the skin; and his careless roothod of flaying, to-
gether with the cruel practice of branding cattle, is mainly 
responsible for the low prices which Indian hides fetch in 
the foreign markets. The traffic is subject to considerable 
fluctuation, concomitant with the vicissitudes of the seasons. 
In famine years, for instance, the exports of untanned hides 
rise to an abnormal figure. Indian hides, both raw and par-
tially tanned, are largely used for the upper leather of boots; 
partially tanned skins are used for fancy leather articles. 
The chief markets for Indian raw hides are Central and Southern 
1. N. c. Banerji, Economic Life and Progress in British India, 
(Calcutta, Hare Pness, 1925),-p: 56. · 
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1 Europe, Hamburg being an important distributing centre. In 
193?-38 the export of raw hides and skins was 41,300 tons. 
Raw hides represented 52 per cent of the total quantity. 2 
No definite information is available regarding production of 
wool. The number of sheep in India is estimated at about 43 
million. All Indian wools are classified in the grade of 
carpet wools, and it is correct to say of perhaps fully half 
the breeds of sheep found on the plains of India that they 
yield a kind of hair rather than wool. The yield of Indian 
wool is only 2 lbs. per sheep, while the Australian yield is 
?t lbs. 3 They are raised chiefly on account of the mutton, 
and the fleece has been generally regarded as a subsidiary 
interest. In 1936-3?, export of raw wool amounted to 38 
4 
million lbs. The export trade in wool is handled very care-
lessly, all sorts of wool being mixed together. India has 
six woolen mills. 
Silbvorms. Silkvrorms grow well in a temperature be-
tween 65 deg. and ?5 deg. F. India has three well-knovna 
purely indigenous silkworms: the tasar, the ~ and the eri. 
The first is widely distributed on the lower hills. The 
second is confined to Assam and Eastern Bengal. The third 
1. Indian Year Book, 1939-40, pp. ??5,?76. 
2. Ibid., p. 839. 
3. Ibid., p. ?60. 
4. Ibid., p. 839. 
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exists in a state of semi-domestication. The silk industry 
in India has suffered considerably on account of Chinese and 
Japanese competition. Every year a large quantity of silk 
cloth is imported into India.1 
GeograPhical Location of India. India is advanta-
geously situated at the centre of the eastern hemisphere, and 
hence can trade successfully both with Europe and with China 
and Japan. 
1. Indian~~' 1939-40, p. 760. 
CH APTER VIII 
SOCIAL AND RELIGIOUS ENVIRONMENT 
Economics and Sociology. 
"Society is something more thtm an economy, and 
human nature is always anima ted by motives that 
are p ersona l, social as well as economical."l 
It is clear from this statement that there are 
f ectors other than econo~ic which play an important part 
in our well-being . Furthermore, economic processes fol-
~ow the grooves of institutionally sanctioned habit, and 
vary with the changing form and content of culture. Eco-
nomic doctrines, therefore, must to that extent be rela-
tive, and have a c ert a in cooper a tive consistency with the 
cont ent of the other social sciences. An economist must 
h ave an intimate knowledge of social psychology and cul-
tura l history -- both important branches of sociology --
in order to p erfect his economic t heories. 
"He needs accurate and critic a l knowledg e of 
the mechanism of custom, convention, fashion, 
imitation and emulation, rivalry, socia l facil-
it a tion ~d whatever other c a tegories further 
research in social psychology may settle upon. 11 2 
On the other hand, he should not lose himself in the duty 
of social sciences, for however f &r alo~t into the p sycho-
logical and cultural realms economic theory may rise, its 
~eet must remain firmly planted on the earth. 
1. Wilson, G., Research in the Social S ciences, (The 
Macmilla n Co., New York, 1929 
2 . Wolf, A.B., "Sociology and Economics," in Social Sci enc e s 
and r:l'heir Interpretation, {Edited by Burn and Goldenweiser; 
Boston: Houghton Mif~lin Co., 1927), p. 303 
Nowhere in the world is the study of social environ-
ment and its effect upon the economic life of the people 
more i mportant than in Indi a . The various kinds of re-
ligious traditions and social institutions h ave played such 
an important role in the country that they have become part 
and parcel of everyday living . We sha ll, therefore, turn 
our attention to the study of these social environments. 
Indi a is a land of Hindus: of a total population of 
nearly 353 million people, two-thirds are Hindus. Hindu 
traditions and some of the religious institutions h ave em-
pha sized more the spiritualistic side of life than the eco-
nomic. The result is that an uneducated and ignorant Hindu 
does not strive to improve his economic life. The Hindus 
believe in the s anctity of life, therefore they do not kill 
animals. Some orthodox Hindus ar e so c a.reful that they do 
not kill even noxious animals. This fact explains why there 
are so many useless cattle in the country. In some places 
monkeys and other animals are a veritable pest to the a gri-
culturists and yet nothing is done about destroying such 
creat ures. The fact that the Hindus maintain the sanctity 
of all life explains also why a great number of Hindus are 
pure vegeta rians. Among the Hindus there are many re~igious 
festivals which are observed by almost every Hindu and which 
entail considerable expenditure. There are many traditions 
and customs, also, which, though not directly the result of 
Hinduism, have now received the sanctity of relig ion. Dowry 
is not a religious sanction, but it has become so common 
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among the Hindus that marri age among them is not possible 
without some kind of dowry. It may be by the bride to the 
bridegroom or vice v ersa. Similarly, a ceremony attendant 
up on the birth of a child or upon the de a th of anyone is 
universal among the Hindus. 
11 Accordlng to Hindu law books a girl must be 
married before she reaches puberty; if she is 
not, th en she will bring disgrace on her fam-
ily in this world and damnation on her parents 
in the next. nl 
This explains why marriage is universal in India. It is 
also laid do wn in the law books that no woman may marry 
more than once. This custom does not increase female mor-
tali ty, and so does not affect the general s·ex ratio; but 
it does affect the r atio between potential brides and po-
t ential bridegrooms. In patriarchal societies throughout 
history the birth of a son has been preferred to the birth 
of a daughter. But among Hindus t h e feeling goes far be-
yond pr eference. The birth of a son is ardently desired, 
beca use he is necessary for the performance of sardha, the 
ceremony where his father's salvation is secured; and it 
is this superlative anxiety for male children which is 
ch iefly responsible for the disparity b e t ween the t wo sex-
es. In t h e p ast, £or this and other reasons, certain castes 
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practiced female inf anticide. All these various rituals and 
ceremonies h av e a far-reaching effect on the economic life 
of the people. 'l'he Hindu law provides tha t an h eir must 
1. Blunt, Social Science in India, p. 62 
take over and discharge the debts of his ancestor. As a 
conse quence, much of the indebtedness in Indian agricul-
ture today is not acquired but inherited. There is also 
provision in Hindu law for the division of property among 
the children of the deceased, which proviso is responsible 
for the uneconomic and scattered holdings in the country. 
Although some of these religious ideals and usages have 
had baneful effects on Hlndu society, there are others 
which have been very beneficial. The do~Ty system has not 
been an unmixed evil. For couples who have little or noth-
ing of their own, it affords a good start in life. Among 
educated people iF has often been effectual in improving 
one's prospects by providing means to compl e te one's train-
ing Bn:d education. Some of the religious festivals and ·· 
ceremonies are the only diversions and recreations the 
people can have in the village. 
The Caste Syst em 
It is not necessary here to go into the origin of 
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the c a ste system nor to enumerate the number of c a stes tha t 
are in India. I shall merely indicate the effects of the 
caste system on the economic life of the p eople. To de-
termine whether two people belong to the same c a.ste or not 
one has to ask these three questions: (1) Do they eat to-
gether? (2) Can they worship together? (3) Can they inter-
marry? In these modern days, especially in the big cities 
and among educated people, it is very difficult to say 
whether these three questions serve as crucial tests c r 
not. Instances are not wanting where a Brahmin boy has 
ma rried a Mahar girl, or a Moharinnedan has dined with a 
Hindu, or a Brahmin and a Shudra h a ve worshipped in the 
same temple. But these c a ses are in the ma in exc eptions. 
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Merits of the Ca ste System. It prevents the inter-
mingling of r a ces. It is a mistaken notion tha t all Indians 
are of on e color and rac e . As Sir Rabindra Nath Tagore p uts 
it: 
• India is too vast in its a rea and too diverse 
i n its races. It is many countries p a cked in 
one g eog raphical recep tacle. It is just the 
opposite of wh a t Europe truly is, namely one 
country made into many."l 
From anci ent times down to the present day different r a ces 
h ave been coming into India. The p resence of these differ-
ent r a ci a l elements mak es it necess a ry to adopt some system 
whereby the purity of the race can be maint ained. Wherever 
i n the world p henomena resembling caste are found, there is 
a tendency toward maintaining a strong barrier shutting off 
the men of the lower group from the women of the hi gher 
group. This b a rrier includes l aws , p ublic opinion, and 
2 
perverted ethics. In the United States, a white woman 
who marries a Negro would be more severely condemned than 
a p rostitute. The caste system, th erefore, is a bulwark 
against int erra ci a l mar r i age . 
1. Tagore, Sir Rabindrana th, Nationa lism in Indi a (New York: 
Macmillan Co., Ltd., 1 917, p . 1 37 
2 . F etkar, Shridhar, 'I'he History of Caste in Ind i a (London: 
Luz a c & Co., 1909-~ Vol. I, p. 143 
The c~ste system p r ev ents race conflict a nd maintains 
freedom within bounds. The western countries; e.g., the 
United States of J~m.erica, have not tried to solve the r a ce 
problem in such a manner as to avoid all friction. vVhenever 
t he f are confronted 1i th it, they h ave tried to solve it 
either by sh utting the doors ag2inst aliens; i.e., passing 
l aws against Asiatic immigr a tion or in coloni a l times, by 
redu cing the Af ricans to slavery. The Indian caste system 
is t h e outcome of the spirit of toleration; it is an exper-
iment in the solution of the r a c e p roblem. Indi a had felt 
tha t diversity of r a ces the re mus t b e and should be, wh e.t-
ever may be the drawbacks. Hence, all through her history, 
she has been try ing experiments to evolve a soci a l unity 
with in which the d ifferent peoples can be held together, 
ye t a t the same time fully enjoy the freedom of maintaining 
the ir d ifferences. The tie h a s been as loose as p ossible, 
yet as close as t he circumstances permitted. 
. ' 
11 This has produced something like a United St at es 
. of a sociat fe d eration whos e common n ame is 
Hinduism." 
Ttilking about raciC:ll conflict in h is lecture on Indi an 
Nationali sm before t he Pmericans, Tagore says: 
"Not only in your r e l a tion with a liens but also 
wi t h the different sections of your o~~ society 
you h ave not brought h armony of reconcili a tion. 
'l'he spirit of conflict and competition is a llowed 
the full freedom of its reckless c areer. Pnd be-
c guse of its gen e s i s is the greed of wealth and 
power it can ne~er come to any other end but a 
violent de a th." 
l. Tagore, op. cit., p. 137 
2 . Ibid., p-.-14r_ 
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The caste system prevents competition and encour ages co-
operation. Until recently, when western ideas and customs 
shook the foundations of the caste system, India associ a ted 
different trades and profes s ions with different c astes. 
This had the effect of allaying for good the interminE1ble 
jealousy and h a tred of competition -- the competition which 
breeds cruelty and marks the a tmosphere thick with lies and 
deception. The law of varna (caste) is tha t a man shall 
follow the profession of his ancestors for the purpose of 
earning his living, and this is an immut able law of n a ture. 
Today, as a . result of the remov al of caste restrictions for 
the selection of a c andidate to a g overnment post, there is 
much je alousy and hatred between d i fferent c astes. 
Occupational Castes, Guilds, 'r rade Unions. Some of 
t he c astes in India ar e based on a functional basis. rrhese 
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have transformed t hemselves into guilds in India , guar antee-
ing the artis ans, traders, and mer chants, both soci a lly and 
e conomically. 'r h e gu i ld i s noth ing more than a p erman ent or 
a temporary union of persons plying the s ame craft and tr ade, 
and fr aming g eneral rules of conduct and soci al mor ality an d 
observa nces, while sometimes it regulates trade an d wages, 
the conditions of employment of l abor a nd t he use of machin-
1 
ery as well a s the education of apprentices. Where s u ch 
castes or guilds have moved to the f a ctory centr e s en mas se, 
1 . Muk erjee, R . K., Comparative Economics, Vol. I, (London: 
Longmans, Green & Co., 1928 ), p. 85 
they have formed themselves into strong labor unions; for 
example, in the cotton f actori e s of Bombay, the Mahar s h ave 
a l abor union of their own. 
The Caste Panchayat: Its Judicial Benefits. Almost 
all the import ant c astes h a ve their own panchayat. In the 
p re-British days, when the panchayat system w~:~.s strong and 
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the judic i a l cour t s few, the panch a yat a cted as t he guardian 
of peace and just i ce. Unlik e the modern judicial courts, 
the p~:~.nchayat was not a respecter of p ersons; it adminis-
tered justice to both rich and p oor without cost, parti a lity, 
or del ay. Since the pa~ch~yat wa s located in the vill a ge a nd 
could ge t first - hand information on t he case, t her e was less 
lik elihood of miscarriage of just i c e . If an is sue arose be-
tween the members of the different c Hstes, a tribun a l was 
created consisting of the members of the panchayat of the 
two cas tes and everything was settled locally and amicably. 
But in these modern time s in Indi a , just i ce is bought at a 
very high cost. 
Caste an d a Ca reer. Caste divided the p eople a ccord-
ing to occup2.tions; t h ese wer e more or less water-t:tght . A 
c arp enter's son could look forward to becoming a c a r pent er 
a nd a blacksmith's son to becoming a bl acksmith. The car-
p enter's son or the bl a ck smith's son took all the tr a ining 
necessary under the s upervision of his father, so that b y 
the time his father became old he was a full-fledg ed car-
penter or bl acksmith. It wa s not n e cessary for the son to 
leave his home and go to a tecl:mical school; wha t is more, 
he received his apprenticeship at pract i cally no cost. 
Caste and ~he Needy. It is surprising to note tha t 
a country t he size of India has no state social legis lation 
o r insurance of any kind . This is because cast e is resp on-
sible for the protection and maintenance of the destitute 
and he l p less. Caste forms a bond of social and relig ious 
union among its members and stimul a tes a corporate sp irit 
which otherwi se would often b e lacking . It acts to a cer-
tain degree lik e a cha rit able institution. Many a caste, 
like the Lingayal communi ty in Nestern Indi a , has p rovided 
funds for the education of its young people. 
The Caste System Against Revoluti onary Assaults. 
The idea of class war is a lien to a people who believe that 
the soci a l hier archy is divinely ordained and tha t e qu ality 
is not only contr a ry to exp erience but is impossible , since 
each man's state in life is prede termined by his ections in 
1 past incar n ations. Caste and class are not synonymous; 
caste is the result of racia l or occupationa l difference; 
on t he other hand, cl a ss is b ased on wealth differences. 
A Brahmin, occupying the highest rung in th e c as te l adder, 
may be v e r y p oor, and a Mah ar, on the lowest rung, may be 
very rich. Revolutions h ave genera lly taken p l ace where 
society is based on cl a ss differences, t h A lower classes 
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1. O' Malley, L.S.S., Indian Caste Customs, (Cambridg e (Eng.): 
The University Press, 1932 ), p . 1sr---
trying to usurp the p roperty and richness of the u p er 
classes. But in Indi a , since caste is not b ased on wealth 
differences, such revolutions are likely to b e rare. 
Caste ~Guardian of Mor ality. For the majority of 
Hindus, caste is the s phere within which mor ality operates. 
That morality may in some respects seem strange to Europe an 
tho u ght, but there is no question of the real v a lue of caste 
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in inculc a ting and ma intaining self -restraint . It is chiefly 
caste which checks vice and keeps up the st andard of prop ri- · 
ety, particul arly among the l ower castes. Take away the 
caste honor of the low-caste man, and y ou destroy the basis 
of his virtues. 
Castes as 11 Election .li.gents_. 11 Some castes, such a s 
the Patidars of We stern India, the Kurmis of the United 
Provinces, the Namasudras of Bengal, and the Christian castes 
of 'l'ravancore have used their discip line and authority for 
t h e e lection of local bodies. ·~~he Patidars have actually 
cap tured seats on District Boards a nd in municipa lities .with 
an ease whi ch · has been a n eye-open e r to the hi.gher castes 
lik e the Brahmanis and the traders, amongst whom caste 
l 
solidarity h as cons iderably weakened. The ancient tradi-
tion of organiz ed collective action whi ch caste h a s stored 
up for t he Indi an, through the c enturies, has led to the 
rehabilitation of the caste p andra yat even in factories 
1. Ivlukerjee, S .V., Baroda Census Report, 1 931, p . 41 
and slums. Caste has thus furnished a new implement in 
the process of industrial and political adjustment. Caste, 
shorn of its abuses, may thus become a powerful lever of 
group action and solidarity. 
Demerits of the Caste System 
-- --- -~·---
Caste limits individua l initi a tive. Because of the 
caste s y stem, the st a tus of a person, and sometimes also 
his occupation, is determined at birth; it is difficult 
for an individual to follo w his bent of mind. For example, 
if a Brahmin has an inclination to b ecome a leather manu-
facturer, by the rules of his CBste he is prohibited. Sim-
ilarly, however educated a . low-caste person may be and what-
ever position he may have attained in the Government service 
or in coramerce, he is condemned to lifelong social inferi-
ority by the stigma of his birth. 
Unequal Distribution of P~pul ation Between Different 
Occup a tions. On account of the caste system, some occupa-
tions are overcrowded. There cannot be free m~bility of 
labor from one occupation to another when caste rules are 
rigid and strict. If a tell (oil producer) cannot become 
a c a r p enter, and vic e versa, one occupation or the other 
will be overcrowded, according as the population of that 
caste increases. Not only does the caste system prevent 
the movement of l abor from one occup a tion to another, but 
in some instances it even taboos the movement of people 
from one place to another. Before a person decides to 
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migrate to some other place, he must discover whether his 
caste rules permit such movement; and even when they do 
permit, he must also find out whether he can find the mem-
bers of his caste at the p lace to which he wants to mi grate. 
Again, wh en a p erson desires to l eave his pl ace and go to 
a no ther in order t o imp rove his economic condition, he is 
generally looked down upon by the m(-:'!mbers of his C £~ ste. 
It is for these reasons tha t we find so little mobility 
of labor. 
Caste Restricts Individual Action. The relations 
of an indi vidual member to a group in which he is born, and 
to which he is bound by ties -- tr aditional, sentimental, 
and cultural -- are such tha t they are ·not susceptible to 
chang e. Caste does not loose its hold on the individua l 
members of a group, who are still controlled by the opin-
ion of the ' caste. The picture of the control of caste 
given in 1925 by an eminent social worker of Gujerat con-
vinces one of the rigidity of the caste system. She ob-
serves: 
"On our side of the country, I mean in Gujer t, 
the greatest hindrance to all social refo~ms is 
caste. If I want to educ a te my girl the caste 
would step in and say you should not do it. If 
I wish to postpone my children's marri age till 
they are sufficiently grown up, the caste would 
raise its hand and forbid me. If a widow chooses 
to marry again and settle resp ectably in her home 
th e caste would threaten to ostracize her.ul 
1. Lady Vidyagauri Ramanbhai, as reported in Indian Social 
Reformer, 5th Sept. 1925 
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Caste is an Obstacle to Na tional Unity and Progress. 
- - - -- __ ....._ _ 
Caste circumscribes the sphere both of symp a thy and of co-
operation. A Hindu is p rimarily a member of a c s.ste and 
not of a nation; his loyalty is to a group and not to the 
gener al community. There cannot be united national life so 
long as society is split up into thous a nds of sep a r a te sec-
tions, each guided by its own c anons of conduct and not by 
a common public opinion. Though the present communal prob-
lem does not have its genesis in the caste system, it shows 
clearly how divided opinion is in India with regard to 
national independence. There is lack of national unity on 
account of these minutious communal and caste divisions. 
The Caste System Inhibits Group Ant agonism. In its 
worst form the c aste system encourages the idea of untouch-
ability and unapproachability, a spirit not in the interest 
of either 11 touchables " or "untouchables." It gives to the 
touchables a false sense of superiority and to the untouch-
ables a slave psychology. In places like Madras, where the 
Brahmins have treated the non-Br a.bmins with scant respect, 
it h a s led to consider able bitter feeling a nd enmity. 
Caste and Serfdom. Under the old village organiza-
tion a certa in number of menia ls were atta ched to e a ch vil-
lage. They were given lands and also a cert a in proportion 
of the cultivator's produce in return for their services. 
In western Indi a there is now considerable social unrest 
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because the lands set apart for the use of these village 
menials, or for their share of grain at each h arvest, can 
no longer maintain these c astes, who have so increased in 
number that employment is unobtainable. These are economic 
rather than social problems and could be solved by special 
legislation making it punishable to keep land slaves. 
Caste and Occupation. Caste determines one's occu-
pation and activities. (1) A high-caste woman must live in 
seclusion and can give no help to her family in the fields, 
as does a low-caste woman. · (2) Neither a Brahmin nor a 
Rajput can touch a plough. (3) No high-caste man can come 
into physical contact with an untouchable without himself 
becoming unclean. Since many of the agricultural laborers 
are untouchables, it is difficult to avoid such contact in 
field operations. The result of these three taboos is that 
the high-caste agriculturist must depend upon hired labor 
to a far greater extent than humbler folk, and his crops 
suffer accordingly. The second taboo is losing strength; 
and the landlords are always circumventing the third. 
Conclusion. From the study of the caste system in 
its various aspects, we realize that the complete abolition 
of it is as undesirable as fostering its inherent evils. 
What India needs, essentially, is a reform of the caste 
system rather than its abolition. Some of the rigid rules 
of caste must be relaxed. Mr. Gandhi he_s declared he is 
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satisfied that c aste is a healthy institution, but he re-
gards untouchability, which sanctions "the Satanic treat-
ment of our kith and kin," as the greatest blot on Hinduism. 
He derides irrational regulations about food and drink. One 
sees in India today caste rules and re gulations undergoing 
a change. 
F AC'l'ORS TH AT HAVE CONTRIBUTED •ro THE 
RE~AXATION OF THE CP.STE SYSTEM 
University Education. Education has enlightened the 
youth of India. In the colleges and universities it is not 
uncommon to find students belonging to low caste studying 
side by side with students of high caste; they sit together; 
in t he dormitories they live together, and they h a.ve many 
interesting hobbies in common. 
Social Workers. The influence of many social work-
ers like the Servant of India Society, the missionary in-
stitutions, and the Brahma Samaj has done a good deal not 
only to ameliorate the wretched condition of the low-c aste 
people but to bridge over the gap between the touchables 
and the untouchables. In these various charitable organiza-
tions no discrimination is made between the members of dif-
ferent castes or communities. 
The Industri al and Connnercial F'actors. The railways 
and factories have also contributed a good deal towards the 
relaxation of caste rules. If not of choice, at least of 
necessity a high-caste Hindu is forced to l ay aside some 
of his c a ste manners and customs while on the train. He 
c en no longer help sitting next to a low-caste man in the 
tra in, nor is he able to p erform all the ceremonies so 
ostentatiously before having his me a ls. In the cotton 
and jute f a ctories th e low caste and t h e hi gh caste rub 
shoulders. 
The Government Attitude To wards the Low-Caste 
People. In the selection of candi dates for the Government 
service, no one is disqualified on account of his creed or 
c 2ste; all are put on the same footing . It is t herefore 
not very r a re these days to find a low-caste p erson occu-
p ying a resp onsible position in the Government service and 
supervising the work of many hi gh-ca ste Hindus under him, 
a thing which was never though t of in olden days. 
r he Nation al Feeling . It is true that the p eople 
of India h a ve b een accustomed to think more in terms of 
c a ste and creed than a s p eople b e longing to one country. 
But today, as a result of the nation ~l awakening , the bit-
ter f e elings a gains t o t her caste groups a re ironed out and 
a new Indi a is ap pe aring on t h e horizon whose symbol is 
unity. Thus the Congress is doing its utmost to bridg e 
the g ap between communities and to assimila te the low-caste 
peop le a long with the h i gh-caste p eop le. 
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JOINT P AMILY SYS'rE:M 
The unit of society in all civilized countries is 
t h e f amily, but the f amily ma y be of different kinds: it 
may be individualistic as it is in t h e west, or joint, a s 
i t is in Indi~. In t h e individua listic f amilies of the 
west, the f amily connotes a man and his wife a nd ch ildr en; 
seld om do relatives st ay wi t h him. 'r he joint family, a s 
the name itself' indic a tes, me an s a wider circle of r e l a -
tives, living und er one roof. It may be th e married chil-
dren living with t he ir parents, or sometimes even dist ant 
r e l a tive s . The members of the joint f amily have a common 
t abl e , a common purse, and worship a common ancestor. The 
exi st ence of str ict e x og amous customs in Hindu society p e r -
mits a wider ci r cle of relat i ves to live tog ether tha n would 
b e p ossible among p eople where e v en close r e l a tionshi p is no 
b a r to marri age. Joint familie s may b e either patri a rcha l 
or matria rchal, depend ing up on t he ancestor whom the mem -
b e r s of the f amily worsh i p . 'I'he h e ad of t h e f emily i s c a lled 
"Kar t a . 11 In spi te of t he inv l::l sion of western ideas , t hl::lt 
the joint family s y stem is still in vogue, is brought out 
by t he follo wing fi gures: the average size of a family in 
En gl and an d Wa les is 4 . 36 ; in U.S. A. 4.4 and in India 5. 8 .l 
It is worth while to study t he si gnificance of t he joint 
family s y st em in the economic life of t he p eop le. 
1. Iv'iukerjee, R. K., Editor, Economic Problems of Modern 
India , Vol. I, p. 5o 
There is economy in the joint f amily system. Vfuen more 
than one individualistic family live under one roof and 
have a common t able there is considerable s aving in ex-
pense. It costs much more to cook food separately for 
each family than for four or five of them together. It 
is much cheaper to rent on e bi g house than five or six 
small ones. There is a saving on help, water, electric-
ity, and numerous small items. 
The joint family system and artisan industry go 
hand in hand. Before the industrial revolution of the 
west, India was the home of cott a ge industries of vari-
ous kinds. Wherever there are cott age industries, the 
women participate in the production of wealth as much as 
the men. The various processes in the artisan industries 
call for the labor of both men and women; in fe_ct, through-
out Indis it has been observed that the average number of 
persons per house is larger rumong the artis~ns than Bmong 
the agricultural castes and the joint family has preserved 
much of its vigor. 
Joint F' amily and the Status of Women. Under the 
joint f 8mily system women were treated on a par with men 
in the discussion of family affairs; because so long as 
hand spinning was universal, s concomitant of the joint 
f amily system, the women folk could contribute towards the 
support of the family a s much as t h e men. 'rhey had their 
own money, called Stridhan, with regard to the disp osal of 
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which they had complet e control. Thus, in buying v a luables 
or arran ging for the wedding of one of the members of tne 
f amily, the womenfolk had as much say in the ma tter a s men. 
'rhe Nature of Social Insura nce in Indi 8 . The widow, 
the orphan and t he cri pple are prot e cted by the joint f am-
ily. In contradi ction to western countries, in Indi a there 
is no social insurance. A wife is not helpless after the 
death of her husb and. The Hindu widow is an economic asset 
in t he sense tha t she cheerfully undertakes t he drudgery of 
the family, while the extreme frugality expect eel of h er 
makes her maintenance very lit t l e of a burden. Thu s she 
can take shelter under the wings of t h e joint f amily. In 
t he same way the orphan, the cripple, and t he unemp loyed 
are looked after by the joint family. It is considered a 
social disgrace to the f amily if they allow one of t heir 
members to f a ll b a c k upon public charity. 
But in recent y ears the widow is receiving less and 
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less p rotection. The growing economic stress among the mid-
dle cl asses has made her p resence in the family unwelcome, 
and the widow's helplessness , when the joint family has 
disintegr a ted, is one of the s addest fe a tures of t he present 
social transition. In the lower artis an c a stes and among 
purely agricultura l corrnnunities, t he joint family reme.ins 
firmly est ablish ed a s a social bulwark and a cha r acteris-
tically Indian p rov i sion agains t unemployment end penury. 
' 
Indirect Economic Benefits of Joint Family System. 
It has been observed that the sm eller the size of the fam-
ily the less obvious the spirit of self-sacrifice, mutual 
tolerance and good will . The members of a l arge family are 
s chooled in self-control, mutual understanding, and symp a -
thetic human rel ationship. 
keynotes of a large f amily. 
Unity and cooper ation are the 
In a small family there is 
the spirit of rivalry and a race for opportunities; each 
one tries to exalt one 1 s O \"ffi position, whereas in a l arge 
family the members try to help one another . 
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Defects of the Joint Family System. We should not 
suppose, however, that the joint family system is without 
any defects. It might be adduced that the joint family 
system puts a pr emium upon indol ence. It is not very un-
usual in India to find one member of the family slaving 
while the others are indulging ir1 idleness and indolence . 
They shirk bec ause they have no desire to work. If they 
knew, for instance, that they would be deprived of the 
necessaries of life if they did not contribute their par t, 
they would be forced to labor; but so long as they know 
there is some one in the family who looks after their needs, 
they take delight in spending their time in laziness and 
slothfulness. 'rhe moral urge to work is lacking among 
many people. 
The joint family system is not suitable to industrial 
conditions. The cohesive force of the joint family system 
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is not only the ti e of blood but also unity of purp ose in 
living and working. In the f ectory centres, four or five 
families all related to one anoth er may try to live tog ether; 
but so long as there is no common interest in the work they 
are doing, the joint family system cannot last long . In a 
manufacturing concern, people a re working for wages; they 
are not interested in profits, bec ause they do not h a ve a 
share in them. Thus the bond of work is lacking and the 
joint family system cannot exist. 
The Joint Family and the Individual. For the prog -
ress of an individual he should be free to do as he wishes; 
there must be a place for initi a tive and variety. In the 
joint family system it is very difficult for an individual 
to pursue his objectives in life as he desires. The group 
is too strong. A member of the joint family must choose 
his occupation a ccording to t he advice of the other members. 
Even the choic e of his life partner is determined by the fam-
ily. Should it so happen tha t a member marry a gainst the 
will of the rest, his or her position is made miserable by 
t h e rest of t he family. Conjugal harmony is the excep tion 
rather than the rule in a Hindu family. The younger people 
of the family have no voice in the decision of the f Bmily 
affairs, while the daughter-in-law is tr e ated as a drudge. 
CAUSES FOR THE BREAK-UP OF' 'I'HE JOINT FAMILY SYSTEM 
Signs of the disintegration of the joint family are 
becoming more and more apparent. An institution which was 
well adapted to medieval and agr~cultural conditions is 
giving way under pressure of modern conditions. Although 
the joint family system is universal in India, it is not 
difficult to find individualistic families of the western 
type. The causes for the disintegr a tion of the joint fam-
ily are not far to seek. 
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The Development of Industry and Commerce. The growth 
of industry and commerce is one of' the principal causes for 
the breakdown of the joint family system. Ordinarily, those 
who leave the village and go to the factory centres have suf-
fered considerably under the tutelage of the head of the fam-
ily. They feel emancipated when they reach the industrial 
towns and citie e , Although economic causes may force four 
or five families to live together in the same tenement, it 
is not a joint family system in the true sense of the term; 
they are really individualistic families. 
JealoUBy and ill feeling among the younger people 
of the family are not uncommon. It is often said that if 
you want to break any organization or association of men, 
introduce a woman. It is far more difficult for two women 
to live together than for four men. So long as the brothers 
of the family are unmarried, nothing seems to shake the sol-
idarity of a joint family; but the moment they are wedded, 
jealousy and ill feeling among the women creep in and 
spread to the rest of the family, and the result is a 
break-up of the entire joint f~ily. 
Spread of Western Individualism. The joint family 
system is weakening among the educated and profession al 
classes. The spread of western indi vidualism and the dis-
parity of income and social status as between earning mem-
bers and parasites who claim mai ntenance have contributed 
toward domestic disharmony. Thus, in educated circles the 
joint family tends to split up into a number of separe,te 
establishments. 
Economic Causes. In the words of R. K. Mukerjee: 
"The greater the unemployment and poverty of 
the middle classes, the stronger is the ten-
dency to maintain separ ate establishments. nl 
The middle class in India consists chiefly of pro-
fessional people, such as doctors, lawyers, teachers, 
clerks, and government servants. These people have a 
recognizable standard of living; their income is just 
sufficient to make both ends meet. The burden of feed-
ing a non-working member of the family is greatly felt by 
this class; they accordingly desire very much to break 
away from the joint family. 
The British Legal System. The introduction of 
English law in the Indian courts is also responsible for 
l. Ibid., p. 58 
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the disintegration of the joint family system. The 
English law as practiced in Indian courts allows the 
members of the family to break up and distribute equally 
among themselves the family wealth and property. Although 
there was nothing in Indian law against such a measure, it 
was never invoked by the people or enforced by the courts. 
But the present administration of justice seems to induce 
people to take protection under. the law. 
The Economic Transition. The joint family system 
was well adapted to economic conditions prevailing during 
pre-British days. Land was considered the possession par 
excellence, the d i sposal of which was invested in the 
Karta, or head of the family. It was impossible for the 
members of the family to make B. living without a griculture. 
1'he children or the members of t he family had to show their 
allegiance to the Karta for fear of being c a st out. Joint 
cultivation not only reduced the e x penses of production 
but a lso i n creased the output of the land. In the same 
way, in the artisan industries, the weaver or the bl ack-
smith owned all the tools and implements; h e also held the 
family purse, and in general man aged the family affa irs. 
It was very difficult for an individual to break away from 
the family because of the lack of opportuni ties outside. 
But t hese conditions no longer exist. It is impossible 
for an individual to chalk out his own career without the 
assistance of the family; h e can st and on his own. It is 
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no wonder that under these changed economic conditions 
the joint family system is gradually breaking up. 
Effects of the Disruption of the Joint Family 
System. Some very desirable results have ensued a s a re-
sult of the disruption of the joint family system. There 
is not so much group pressure on the individual as once 
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there was; there is greater scope for individual initiative 
and untrammeled thinking; the younger generation , especi ally, 
feels free from the constraint, supervision, and control of 
the older members of the family; there is no room for fam-
ily parasites. But the break-up of the joint family system 
has also comported disastrous consequences: the widow is 
made homeless; the sick, the poor, the weak , and the crip-
pled are left uncared for; uneconomic holdings of l and are 
increasing; prop erty which was held and administered by 
scrupulous persons has f allen into prodigal hands. In in-
dustrial centres there ls a wide disproportion between the 
sexes, the males outnumbering the females by distinctly more 
than two to one. In Calcutta, the number of families per 
1,000 males is only 490 ; but emong migrants, taken alone, 
there are only 236 families to every 1,000 males. It is 
estimated that in the coal mines of Bihar there are only 
two women for every seven men. The growing difference in 
the sex ratio is now becoming a real danger signal. In a 
Bengal Government Report , it is stated tha t among the mi-
grants from Midnapore, out of 300 women mill workers one 
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in three admitted being a prostitute. 'I'he life of' a f'e-
male industrial worker is by no means an e a sy one; she leads 
a much harder life than her English or Japanese . compeer; she 
has to bear the triple burden of' factory work, child-bear-
ing, and housekeeping. 
As there is a chronic scarcity:. of' houses in the in-
dustrial areas , there is always a floating population. A 
marked feature of all the Indian cities is the street dwel-
ler and squatter. Of the total population of' Bombay 74 per 
cent live in one-room tenements, in Cawnpore 62.5, in Nagpur 
60, and in Karachir 5.8 as agains t 6 per cent in London, 5 
1 in Edinburgh , 9 in Dundee , and 13 in Gl a sgow. Of the one-
room tenements in Bombay City, 65 per cent contain two f'am-
ilies. The - infantile mortality has increased considerably 
in industrial towns and cities, and the infant de a th rate 
is the highest in one-room tenements. The break-up of the 
joint family system is partly responsible for the increase 
in the birth rate in India, because the couples are not as 
free in the joint family as they a re in the individual f'am-
ily. 'I'he increase in the death rate among the children and 
women of child-bearing age is, to a certain extent, the re-
sult of the decadence of' the joint family system. Formerly 
the elder women looked to the pre-natal care of the mother , 
and when the child wa s born gave the necessary .advice and 
1. Gupta , R.B., Labor and Housing in India, p . X 
guidance to the young and inexperienced mother. Marriages 
are contracted today not as a result of the guidance and 
s election of the elders of the family but according to 
the whim and fancy of the younger folk, who are swayed 
more by sentiment and emotion than by future considera-
tiona. George Elliott Ho ward writes: 
~c Experience shows that in wedlock natural and 
sexual selection should place a smaller, and 
artificial selection a larger role." 
There is much to be said in favor of artificial selection 
today. 
THE VILL AGE COMMUNITY 
Another important social environment worth one's 
attention is the village community. It is important not 
only because India is chiefly a land of villages, but also 
because its communal organization is still playing an im-
portant role in the social and economic life of the rural 
communities. 
The Origin of the Vill age. The first sign of civ-
ilized life is when the tribe gives up its nomadic habits 
and settles down near a fertile river basin for the perma-
nent cultivation of the land. 'rhus, among larger sections 
of the human race, we find at an early stage the autonomous 
village . It is a closely-knit kinship group, g ener ally an 
organized st r onghold, whi ch does not owe allegiance to any 
1. Howard , Georg e Elliott, Congress of Prt s and Science, 
"Social Control and the Function of the Family," p. 699 
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chief or noble, but is held together at first by totemis-
tic regulations and then by the customs of family groups, 
clans or tribes. 
The Village Organization. The organization and the 
size of villages vary from one part of the country ·to 
another; but there are certain common features about all 
of them. They are republics in miniature, with a decided 
oligarchal tinge. The patels, who vary in number, are 
the hereditary headmen; the panches, in theory the "Big 
Five," but generally more or less than five, are their 
council, to which, on special occasion, an elastic body 
of bhanj gars (reputable men) are added. The patwari is 
the villag e accountant. Attached to each village there 
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are the menials, such as the barber, washerman, drwn-beater, 
blacksmith, potter, and other artisans, who render corrrn1unal 
service and are remunerated in grain twice a year from the 
threshing floors. There is also a set of field laborers, 
who are paid in kind. In all probability there will be 
found in a village several houses of shepherds. Strenu-
ous efforts are made by the patels and panches to settle 
all quarrels within the village without having recourse to 
the courts of law. A large villag e may have in it half a 
score of temples and religious foundations. The panches 
are responsible for the collection and allocation of their 
revenue, the regular performance of the services, and the 
entertainment of peripatetic holy men and indigent wan-
derers. For these purposes and for the upkeep of rights-
of-way and boundary marks they levy a cess within the 
village. 
'I'he Economic Life of · the_ Village. The vill age is 
an economic and self-sufficing unit. The village agr i-
culturist grows all the food necess ary for the inhebitants 
of the vill age. 'l'he smith makes the ploughshares for the 
cultivators and the few iron utens ils required for the 
household. He supplies these to the people, but does not 
get money in return. He is recompensed by mutual services 
from his fellow villagers. The potter supplies him with 
pots, the weaver with cloth and the oil man with oil. 
From the cultivator each of these artisans receives his 
tra ditional share of grain. Thus almost all the trans a c-
tions are carried on without the use of money. There is 
no desire for a better, more comfortable living on the p art 
of either cultiv a tors or artisans. The artisans follo w 
their hereditary occupations. There is no competition, 
no stimulus for improvement, no change in customary wages. 
Within the self-sufficing confines of the vill ages, tr ade 
is no vulgar source of profit for which men scheme and 
strive. When the Indian villages were first established 
there was the communal holding of lands . At the close of 
every ten 6r fifteen years the holdings were rep artitioned 
and redistributed so that no cultivator would be at a 
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disadvBntage. Similarly, each village had common arable 
land where the cattle of the village went Bnd grazed the 
whole d~y. The different people in the village, follow-
ing different kinds of occupations, had many coopera tive 
enterprises; thus the cultivators of the village had a 
cooperative irrigation scheme. There were different occu-
pational panchayats, who not only laid down various rules 
for a cooperative undertaking but also took upon themselves 
the task of supervision and direction. 
"Fifty years ago, 11 says Sir Blunt, "caste 
panchayats were accustomed to fix the wages 
of le.bor, the hours of work, and the prices 
and output of commodities. They regulated 
trade processes; they tried breaches of the 
occupational customs of th e caste; they 
arbitrated in disputes between their members; 
th ey organized strikes and boycotts when 
their members were oppressed. 11 1 
~rhe Value of Village Communi ties. From the above 
brief description of village life it is quite clear that 
there were many useful features about the rural community. 
The v~lue of Indian village organization is described by 
Mukerjee as follows: 
11 1'he communistic spirit of Indian social life 
and the c§mmunal institutions like family and 
caste, Jati and Samaj, all tend to regulate 
the aggressive proprietary rights, and to 
smooth the acerbities of a violent and venal 
individualism, which seems to too many in the 
west the fruition of civilization. In poli-
tics the election by the caste as an indus-
trial or functional group would imply a rep-
resentation of separate industrial or func-
tional interests and solve what h a s been an 
1. Blunt, op. cit., p. 62 
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insoluble problem as regards the representa-
tion of minorities in a working democr acy. 
In soci a l life there will be no semi-milite_ry 
organization to check the development of in-
dividuality, while Bt the s ame time there 
will be none of the license and abuses of a 
sordid individualism. In civilization, 
India stands for a loftier ideal of commun-
ism. Not st a te soci alism, with its bureau-
cratic methods, inspection and inspectors, 
but a regul a ted and refined system of private 
property with an unfettered freedom of oppor-
tunity for all, is the Indian conception of 
economic orga.nization ... Herein lie the es-
sential significance and value of the Indian 
economic order - its cont ribution to the mor~ 
soci alized and more humanized art of we alth. 
The Causes of the Disruption of the 
Village Organization -- ---
Although the above description of an Indian villag e 
is still true in numbers of c as es, it no longer holds good 
for the whole of Indi a . The village life is being tre.ns-
formed. New economic ideas h a ve now be gun to influence 
the minds of the villagers. 
'' In days long gone by no villages vied with 
each other as to which had the best sanskrit 
Pandits and the best Tols. The days are gone 
by when each village was proud of the product 
of its lQoms, of the hoes made by its black-
smiths • . uG 
All Brahmins are not priests now. How does one account 
for these changes? 
1. Mukerjee, R . K., The Foundation of Indian Economics 
(London: Longmans Green & Co., 1916), pp. 465, 466 
2. The Bengalee, August 2, 1901 
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International 'l'rade. International trade, chiefly 
the British trade, has broken the self-sufficiency of the 
villages. The city sends to the village Manchester cloths, 
and these are replacing the cloths woven by its weavers. 
The cheap kerosene oil from Baku or New York threatens 
the oilman's existence. Brass and copper which have been 
used for vessels from time immemorial are threatened by 
cheap enamelled ironware imported from Europe. Villages 
that for centuries followed customary practices are brought 
into contact with the world's market all of a sudden. Thus 
the introduction of competition into an economic unit which 
from time immemorial had followed custom has wrought a 
mighty change. 
Introduction of Money Economy. This has been a slow 
process and has been brought about by various causes. The 
railways have broken the economic self-sufficiency of . the 
village. 'l'hey have created wants which were unknown before. 
'I'he commodities which are thus introduced into the social 
economy of the village cannot be made by the village art-
isans. Thus there springs up a c lass of middlemen and in-
termediaries. They will sell the commodities only for val-
ue in cash, for they cannot stay in the village waiting for 
a quantity of grain at harvest time. 'I'he villagers who go 
to the cities and other trade centres for service and em-
ployment are paid in kind and not in money. 
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New Opportunities of Employment. The government 
public works, the f actories, the tea , indigo, and coffee 
plantations and the mining operations h ave encouraged the 
villager to give up his tr aditiona l occupation and mi grate 
to t h ese centres. Th e ordinary a gricultural l aborers are 
emp loyed on the l and only during the busy seasons of the 
yea r, and in slack times a fe w are attra cted to large 
trade centres for t emporary work. The a ttr action to towns 
and other trade centres increases as tr ade industries de-
velop and this movement is a cceler ated in famine ye ars. 
New Economic Ideas. In many instances in India 
caste determines the occupation of a person. Thus if one 
is a Brahmin he cannot adopt the trade of a shoemaker; he 
must be a priest. But a progressive Brahmin thinker might 
find a wider opportunity in dealing in leather goods. So 
long as he st ays in the village, where caste restrictions 
are great, he cannot follow his bent of mind. He therefore 
thinks that it is desirable for him to leave the village 
and go to a big city like Bombay, where he would not be 
subject to social criticism. 
Education. Among several importa_nt causes of' the 
decadence of villages, education is one. In spite of the 
fact tha t there is so much unemployment among the educated 
classes, many a village lad still hopes that he can better 
his prospects of a government job by obtaining a university 
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education. After having stayed for a period of from four 
to six years at an educational centre and after having en-
joyed the benefits of city life, he feels reluctant to go 
back to his village and start working. This is true not 
only of a person who has had a liberal arts education but 
also of one who has received an agricultural education. 
The Effect of the Uity-ward Trend on Villages. It 
is necessary to emphasize here that the p eople who leave 
the villages and go to cities are those who are enlight-
ened and who have a broader outlook on life. Thus the 
cream of the village is attracted towards the cities. It 
is true that there is a village-ward drift also; it con-
sists of artisans and handicraftsmen who have lost their 
hereditary occupation on account of forei gn competition 
and who take shelter in villages. But these, again, are 
the people who have not been very progressive in their 
thinking and who go to the village not because of choice 
but of necessity. The effect of this on the village life 
can readily be seen. In Madras, where emigration has been 
comp aratively easy, there is almost a chronic scarcity of 
labor. In certain districts the agricultural operations 
have been impeded. Some villages look as though they had 
been deserted. The production of cereals has diminished 
a great deal, while the foreign exports h ave a continuous 
tendency to increase. The l andlords pass their lives amid 
the luxuries of t he towns and lose touch with their tenants. 
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It has made the middle class helplessly subservient to 
employment and service, and has killed the independence of 
the peasant proprietor. Especially in those parts of the 
country where raw materials for exports, such as jute, cot-
ton, and oil seeds are grown, there is a shortage of fodder 
supply, which in turn has affected the cattle of the coun-
try. It has also brought into existence industrial labor 
problems, like housing, disruption of the family, dispar-
ity between sexes, and infant mortality, about which men-
tion has already been made in the chapter on industries. 
THE PURDAH SYS'I'E.l'vl 
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A brief mention must be made here of the purdah 
system because, although its practice is by no means uni-
versal in India, wherever it exists it has many sociologic 
and economic consequences. Purdah is the curtain which 
screens women from the sight of men, and therefore the 
purdah system means the seclusion of women. It is not 
necessary to go into the origin of this institution. Suf-
fice it to say that the practice of the institution is uni-
versal all over Northern India, especially among women who 
belong to the upper class of society. A great deal is said 
by some of the Indian economists concerning the effect of 
the institution on the supply of labor. They hold that be-
cause of the system the labor supply of the country is con-
siderably reduced. Although the statement is true to a cer-
tain extent, they fail to see that its real effect on the 
supply of labor is very inconsiderable because, in the 
first place, in India women belonging to the upper class, 
pardanishan, seldom work. And so far as the women of the 
lower class are concerned, even where the purdah system is 
prevalent, most o f them do work. They may not be working 
in factories, but they work as domesti c servants, as em-
broiderers, quilt makers, field laborers and the like. 
The Socio-Economic Effects of Purdah. The purdah 
system has very little to do with the status of women; it 
is wrong to suppose that because women are secluded from 
men they are not on a par with them. But the fact that 
they are kept in purdah prevents them from enjoying the 
benefits of soci a l life and hence they do not have so wide 
an experience of the world as men. The purdah system als o 
has considerable effect on the health of the women. In 
medical reports, time and again it has been pointed out 
tha t where the purdah system exists, the percentage of 
death from tuberculosis is greater than in places where 
this practice is not common. On s.ccount of this insti tu-
tion again , the pardanisham women are not so highly or 
freely educated as other women. The purdah system, whil e 
it prevents some women from working, gives occupation to 
numbers of people. 1l'he women are carried in a covered 
pavilion from place to place; curtains for the tongas and 
ekkas have to be made; and the distribution of g oods must 
take place from house to house instead of a t one market 
place. Among the lower classes, women profitably employ 
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themselves in helping their husbands. For example, the 
wife of a dhobi may not work outside, but helps her hus-
band a good deal in starching and ironing the clothes. 
The same is true with many other occupations. No doubt 
the wife of a man belonging to the upper classes has to 
suffer a good deal after the death of her husb and. She 
cannot go and work outside, but has to dep end upon some-
one else if her husband has not left any property. As a 
result of education and the invasion of western ideas, 
the purdah system is gradually decaying. It is not so 
rig id in its rules and restrictions even in those areas 
where it is widely practiced. Some of the enlightened 
Hindu and Muslim women have defied the system and are 
preaching openly against it. The evolution of social 
and economic ideas is slow and gradual and it is hoped 
tha t in time to come this institution, however necessary 
and useful it may h ave once' .. been, will completely ·disap-
pear from India. 
Conclusion. This rambling through the rough and 
rugged subject of social environment and its effect on 
the economic life of the p eople of India has shown that 
there is reciprocal adaptation of the soci a l institutions 
on one hand and the economic conditions on the other. The 
social institutions on the surface may appear antiquated 
and superficial. But they have still to p erform a very 
import ant service. Indian life purposes and aims h ave 
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be en different from those of the west, and hence India 
has evolved a different social structure; it is the adap-
t a tion of e conomic conditions to the social, ethical and 
reli g ious ide als of the country . The synthetic vision of 
India will be t he sorely needed corre ctive of the rig id, 
analytica l mechano-centric st ~~dpoint. In its soci a l re-
organization India will not a llow differenti a tion to go 
beyond its due limits. ~peci alization in Indi a will imply 
soci a l inspiration as well as individual purpose. Divis ion 
of l abor will be towards soci al welfare as well as towards 
indivi dual efficiency. In the field of production mechan-
ism will not militate ag a inst the interests of vital effi-
ciency and social well-being . 'l'he family, a nd then the 
c a ste, j a ti or samaj (ethi cal and social), and village 
communiti es are the basal f a ctors in eugenic and economic 
reconstruction. 
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CHAPTER IX 
ECONOMIC HISTORY1 
Histor~ and Economics. 
"Economics as it was developed primarily by the 
classical school was essentially unhistorical ••• 
the science dealt primarily with an analysis of 
the existing facts of industrial society, the 
facts themselves were influenced by and were an 
outgrowth of, the essentially different facts of' 
former economic conditions."2 
If' the past economic conditions have a bearing upon 
the present and, perhaps, to a certain extent on the future, 
it is desirable to review Indian economic history. 
The Pre-Vedic Period. Before the Aryans invaded India, 
the Dravidians inhabited the whole of the country. That 
these people, even in the prehistoric period, were indus-
trially much advanced and had a complex system of economy 
is proved by the fact that they domesticated the animals and 
cultivated the land; they learned the use of' graves; they 
made various kinds of' instruments of' industry and war; they 
used gold currency and had well-bu~lt cities. The recent 
surprising discoveries by the Rai Bahadur Da.ya Ram (Sahni) 
in the Punjab have established beyond doubt that the people 
1. 'l1his chapter is based chiefly on the reading of' the 
following books: Das, S.K., Economic History of Ancient 
India; Pool, Stanley Lane, Mediaeval India; Moreland, 
William, From Akbar to Aurangzeb; Chandra, Dutt Romest, 
The Economic History of India. 
2. Seligman, Edwin R.; History and Economics in The Social 
Sciences and Their Interpretations (edited by William E. 
Ogburn and Goldenweiser), (Houghton Mifflin Co., Boston, 
New York, etc., 1927) 
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of Sind and the Punjab lived in well-built cities and were 
in possession of a relatively mature civilization with a 
high standard of art and craftmanship -- a civilization as 
highly developed and seemingly as widespread as the Sumerian 
culture of Mesopotamia, with conclusive evidence of a close 
1 
contact between the two. 
Vedic Period. At this stage of economic history, the 
Ayrans had penetrated into India. They began with pastoral 
tribes. Soon they commenced to clear the jungles and forests 
and reached the agricultural stage. The land was divided 
into Vastu, arable land, pasture and forests. Vastu was in-
dividual ownership of cultivable land~ likewise private 
rights were held in arable land. But the pasture and for-
eats were communal. The chief crops of the period were bar-
ley, rice and sugar cane. For the improvement of vegetation 
and agriculture, water courses were dug out and, in fact, 
c a n a ls are mentioned in Rig. X 9.4, while wells for purposes 
of irrigation are mentioned in Rig. X 25. Despite the em-
phasis upon and care for agriculture, famines were not un-
known. Besides fostering agriculture, the Aryans preserved 
and utilized forests. .A variety of useful plants and trees 
are mentioned in the Vedic hymns. The manufacture of var-
ious kinds of fabrics had already commenced and had reached 
a considerable d egree of perfection. That the exploitation 
of minerals of various kinds had started is evidenced by the 
1. Das, S.K., Economic History of Ancient India (G.B. Manna, 
Mitra Press, Calcutta, 1925), p. 8 
fact that different war implements, like arrows, spears 
and d a g gers, were used a gainst enemies. Women also wore 
various kinds of ornaments mad e of gold for the head, neck, 
an d legs. The worker in wood constructed carts, chariots 
for war and the races, and boats and ships for pleasure and 
trade. Since there is no allusion to the art of p a inting 
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a n d sculpture, it should be concluded that they were not as 
yet developed. It was at this period that the caste system 
ma de its first appearance. The Ayrans were penetrating from 
the Punj ab furt her into the East. To conquer the aborigines 
a nd keep them under subjugation there was need of a regular 
sta nding army, which later became the Kshatrya or the Warrior 
Cla ss; t h e industria l a nd the a gricultural groups, which pro-
duced the necessaries of life and supplied the army, form ed 
another class, later known as Vaishavas. The Ayrans had an 
ardent faith in the efficacy of r ituals and prayer; they be-
lieved that wars could be more surely won by rites than by 
rifles. Civilization had become more complex and it was not 
possible for the leader or the king to offer the s a crifice, 
owing to his manifold duties; the result was the growth of 
a priesthood - another separate class. Since agriculture 
and industry had developed considerably, trade both internal 
and external also came into existence. Boats were built for 
use not only in the rivers but also in the sea. Maritime 
trade was carried on with Babylon, Assyria, Egypt and Arabia. 
The presence of indigo, tamarind-wood, ivory, and black ebony, 
all found in the tombs of ~gypt, shows 1ndia's trade relations. 
Mr. Pococke, on the basis of the similarity of names 
of the rivers .of Africa and Sind, even goes so far a.s to 
suggest that Africa formed one of the colonies of India. 
The volume of trade would necessarily presuppose the exist-
ence of an excellent system of exchange. Besides cattle as 
a standard of exchange, we find reference to Nishkas in the 
sense of metallic currency. The custom of making necklaces 
out of coins is not of modern origin, but was prevalent in 
ancient India. 
Brahmana Period, 600 B.C. In this period, individual 
ownership of land, as opposed to individual rights, was gen-
eral. But over and above this individual ownership there 
was the ownership of the king, who had an arbitrary power 
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of removing a subject from his land. There was considerable 
progress in agriculture. Ploughs were large and heavy, as 
many as twenty-four oxen being ha rnessed to one; manure was 
used for replenishing the soil; i rrigation was practiced to 
avoid the disaster of failure of rain. There were two h ar-
vests. The f armers had then as now to contend with moles 
and birds that destroyed the seeds and crops. Dairy farming 
wa s carried on on a limited scale. More striking than agri-
cultural improvement was the progress in industries, where 
division of labour into processes had come into existence. 
Thus we hear of carpenters, arrow-makers, horse and cattle 
keepers, painters, tanners and several others. Concerning 
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women's work, we learn of the dyer, the embroiderer, and the 
basket-maker. The weaving industry was carried to its per-
fection. Silver and golden robes of excellent yellow cloth 
made of golden fibres, and coverlets studded with jewels, 
were used by the ruling class. Woolen sheets were also used; 
silk cloths are frequently mentioned. The advance of civil-
ization is also seen in the more extended knowledge of metals 
and the· large number of mining industries of this period. 
Ramayana mentions gold, silver, copper, iron, lead, mercury 
and tin. Beautiful articles were made of these metals. The 
description of the palace of Ravana, ornamented with plas-
tered jewelled pavements, studded with gems, crystals and 
pearls, with elephants of burnished gold and speckless white 
silver, lofty edifices having excellent windows made of ivory 
and silver covered with golden nets, shows the improvement of 
art and the luxury of the age. There were various kinds of 
ornaments. Mixed metals were also in use. Pittal, made of 
copper and zinc, was used for making household utensils. The 
finer arts like painting were also known. Architecture and 
tovm-planning had also made remarkable advance. The caste 
system in this period was becoming stereotyped, prohibiting 
the mobility of labour from one occupation to another. In 
the hierarchy of arts, painting, architecture, and engineer-
ing were at the top, commanding social prestige and privi-
leges, whereas the industrial workers, like the chariot 
makers, the smiths, the tanners, and the carpenters, were 
on the lowest rung of the ladder, receiving very little 
attention. There was seaborne. trade with China, Babylon 
a nd Persia. The articles of commerce from India were silk, 
drugs, pearls, a nd precious stones. Different kinds of 
meta llic currency of gold and silver were widely used. 
The Age of Gautama Bud.ha, 600 B.C. - 321 B.C. The 
economy of this period was mainly rural, based on a system 
of villag e communi ties of peasant proprietors. Inst ances · 
of collective initiative revea l a relatively advanced sense 
of citizenship in the village. The village communes exer-
cised rights over the agricultural, arable land and also 
restricted the use of forests. But kingship was growing 
in power, demanding tribute from the villagers and dispos-
214 
ing of the use of land. Agrarian laws were strict, yet good 
and reasonable. 'I'h e holdings and arable lands were subject 
to redistribution and redivision among the family as one 
generation succeeded another. There were laws concerning 
inheritance. Gautama, the lawgiver of this a ge, favored 
partition of an est a te. According to him, the eldest son 
should get, as an additional share, a twentieth part of the 
estate, some animals and a carriage; the middle-most son 
should get sheep, gra in, utensils, a house, a cart, and some 
animals; and then the remaining property should be equally 
1 divide d. 'rhe property of un-reuni ted brothers, dying with-
out issue, goes to the eldest brother; the property of a re-
united co-parceners goes to the co-parceners. Coming to the 
1. Ibid., p. 89 
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agriculture of this period, according to Greek authorities, 
there were two harvests, the winter and the summer. Each 
individual a t the in-gathering took as much as was calcu-
lated to support him for a year and the remainder of the 
common stock was destroyed. Horticulture w~s in a state 
of high efficiency. AElian describes a park in Pataliputra: 
"There were shady groves and trees set in clumps 
and branches woven together by some special cun-
ning of horticulture. Among the more impressive 
things about the b e auty of that climate is that 
trees themselves are of the sort that are always 
green; t£ey never grow old and never shed their 
leaves." 
Town planning and architecture were known; the rich lived 
in seven-storied buildings. There seems to have been con-
siderable localization of crafts and the crafts organized 
themselves into guilds. The functions of these guilds were 
legislative, judicial and executive. The slave or servant 
was an adjunct in all the households able to command domes-
tic service. Slavery might be incurred through capture, 
commuted death sentence, debt, or voluntary self-degrada-
tion. But slaves were not kept in large numbers. The lot 
of the slaves was far better than that of either the Greek 
or the Roman slave. 2 'I'hus we find, in the Jataka, the slave 
petted, and permitted to learn writing and handicra~ts be-
sides his ordinary duties as valet and footman. The day 
laborer was no man's chattel, yet his li~e was probably 
harder sometimes than that of the slave. He was paid either 
1. AElian, Natural Animals, XIII, 18 
2. Jataka is-a-Buddhist scripture 
in board and lodging or in money wages. There was brisk 
trade in India at this time, both inland and sea-borne. 
There was a flourishing shipbuilding industry and large 
merchandise marines were built up. Thus Jataka mentions 
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a ship which accommodated 1,000 families. Brisk trade was 
carried on in these ships between India on the one hand, and 
Ceylon, Burma, Persia, Babylon, and Greece on the other. The 
trade routes were innumerable and were both by land and water. 
Silk, muslins, the finer sorts of cloth, cutlery, armour, 
embroiseries and rugs, perfumes, drugs, ivory work and jew-
elry were the main articles. The trade of the traders may 
·have been largely hereditary, but there were also partnership 
enterprises. 'l'hough free competition was the rule, neverthe-
less custom may very well have fixed prices to a gr eat extent. 
There was the use of money and it was lent on interest. Be-
sides the regular currency, there was a V·ery large number of 
instruments of credit. 
The Maurya Period, 321 B.C. - 186 B.C. From Magasthenes' 
account of India it is clear t ha t during this period many 
large towns and cities had come into existence. They were 
built of wood or bricks. The streets were provided with 
water courses draining the houses and issuing into the moat. 
There were great houses for troops in the different quarters. 
The chief industry was agriculture. For the improvement of 
irrigation there was an elaborate system of state irrigation. 
Besides canals there were wells, and various modern devices 
like the wind wheel were used to raise water from them. A 
special department under a superintendent to perform the 
tasks of prospecting and conserving mines was established. 
When a new mine was discovered the Government decided 
whether it would work the mines directly or lease it out 
to private persons. Since all production was on a small 
scale most of the mines were worked by the Government it-
self and the ore was sold to different kinds of smiths. 
But when a large outlay was necessary to work the mines 
the Government leased them out. Weaving and allied in-
dustries were under the supervision of the Superintendent 
of Weaving. The State had a monopoly of the manufacture 
of liquor. The dyeing industry was in a highly developed 
condition at this; ·period. Though agricultural labor was 
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not held in high esteem, nevertheless the status of the 
artisan was very high. Slavery was a regular institution. 
Within the Empire the river routes, the canals and the roads 
were the highways of internal trade. Trees were planted 
along the roads and stores of water were set up to minister 
to the comfort of the passers-by. ~ome regulations regarding 
industry and trade had modern features. 'l'hus, roughly speak-
ing, the Superintendent of uommerce exercised the runction 
or a modern controller of prices; whenever there was an ex-
cessive supply of merchandise, the Superintendent would cen-
tralize its sale and prohibit the sale of similar merchandise 
elsewhere before the centralized supply was disposed of. 
Adulteration of merchandise and deceitful admixtures were 
punishable offenses. In this period there was a system 
of currency of standard and token coins issued and reg-
ulated by the Government. Besides coin, there was a very 
considerable use of instruments of credit. The King, when 
he appeared, was carried in a golden palanquin or mounted 
on an elephant with gorgeous trappings. 'I'he luxuries of 
all parts of Asia, including China, were at his ·disposal. 
'I'he villagers were not what would now be called rich, 
nevertheless there was a sufficiency for their simple 
needs. Magasthenes says that, owing to irrigation, fam-
ines were unknown. There was commerce with foreign coun-
tries. It is evident from this economic survey of Maurya 
India that the Ancient Indians were not an exclusively 
religious people; that, in fact, they devoted their time 
and energy to the pursuits of the material world. 
Andhra - Kushan Period, 200 B.C. - 300 A.D. There 
were six recognized arts· in this period: ploughing, handi-
craft, painting, commerce, the learned arts, and the fine 
arts. Of these ploughi~g and commerce occupied the high-
est position. Weaving also reached its highest development 
in this period. Articles were woven from cotton, silk and 
wool. There were thirty varieties of indigenous silk be-
sides Chinese silk. As regards jewelry, golden carts for 
the children are mentioned as toys. India was famous for 
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its variety of minerals and mineral productions. Most of 
the arts and crafts were organized into guilds, which lat-
ter are described as one of the principal supports of royal 
powers. 'l'hrough the guilds considerable proficiency and 
specialization in industry was reached. The nature and 
degree of the commercial activity of the period may be as-
certained from the large number of trade rules and regula-
tions. Thus the king was enjoined to fix the rates of pur-
chase and sale of all merketable goods. 1 Further, all 
weights and measures were to be duly marked; cheating was 
punished. There was maritime commerce. with many foreign 
countries, including Rome• 
11 A hoard of Roman gold coins has been dug up 
quite recently ~ear Calicut under the root of 
a banyan tree. 11 
A very nice idea of the imports and exports of India in 
this period can be gathered from the nature of some of the 
commodities. The imports were: (1) thin clothing; (2) 
frankincense; (3 ) gross gold and silver. The exports were 
cotton cloth, perfume, indigo, silk, pepper, pearls and 
diamonds. It looks as though sandalwood and teak were also 
exported. According to Manu, taxes were not heavy. The 
following rates of taxes are given by him: one-fifth on 
gold and cattle, one-sixth on grain, one-sixth on trees, 
meat, honey, perfumes. There were elaborate rules regard-
ing interest, taxes trade, and wages of labour. 
1. Manu, VIII, p. 402 
2. Das, s.K., Economic History of Ancient India, .P• 199 
The Gupta Period, 320 A.D. - 500 .A.D. In this, as 
in previous periods, Indian economy was based on a system 
of village communities, with this difference - that the 
degree of control from the central Government was less 
than that which existed under the Mauryas. The immense 
development of trade no doubt led to a vigorous growth of 
city life in important centres of trade. Fa Hien, the 
Chines·e traveller, says that the majority of the people 
lived in the villages and a griculture was their principal 
industry. He also mentions various kinds of irrigation 
works, such as wells, canals, tanks and ponds. In the arts 
and crafts there was a unique development, chief among them 
being dancing, playing on musical instruments, decorations, 
polishing stone, and the watch and clock industry. The 
pearl industry was very flourishing in this period. Jew-
elry making also flourished. The Iron Pillar of 
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Chandragupta II (415 A.D.) at Delhi is twenty-two feet hi gh, 
with. a diameter of 16.4 inches; it is made of pure wrought 
iron with no mixture of manganese. It is not an easy oper-
ation at the present day to for ge such a mass with our larg-
est rollers and steam hammers; how this could be effected 
by the rude hand labour o~ the ancient Hindues, we are at 
a loss to understand. The art of casting copper statues 
on a large scale was also practiced with considerable suc-
cess. Mr. v. A. Smith, in his {lfAncient History of India, 11 
says that the three arts of architecture, sculpture and 
painting attained an extraordinarily high point of development. 
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Two of the finest caves at Ajanta were excavated in this 
period. The extent of state control over the economic life 
of the people can be deduced from the following: the king 
could forbid ~mbinations of different associations, he 
could prevent people from undertaking such acts as were 
either opposed to his wish or interests or of a contempt-
ible and immoral nature, and he could arbitrate in the case 
of trade disputes. Rules were laid down regarding labour-
ers and their wages; according to these rules a wage earner 
could be remunerated according to time or piece wages. Das, 
in connection with trade and commerce says: 
"Maritime intercourse was fully maintained in this 
period between India and the outside world. In 
fact, in the spacious times of Gupta Imperialism 
Indian traders carried the torch of civilization 
into the hearts of the peoplr of Java, Pegu, 
Siam, China and even Japan. tt 
There was also trade with European countries. As a result 
of the development of trade, industry and commerce the 
wealth of India increased immensely. 
The Age of Harsha, 600 A.D. - 647 A.D. j Most of our 
information of this period is derived from the travel ac-
counts of Hieun •rsang. The usual food of the people, ac-
cording to Hieun Tsang, was milk, butter, cream, soft 
sugarm cakes and oils, mutton, deer, and fish. He has also 
mentioned several kinds of fruit that were eaten by the 
people. Among the various sciences that received encour-
agement, chemistry was one. The cement preparation was as 
1. Ibid., p. 257 
strong as the thunderbolt; the tempering of steel had 
reached its perfection; the making of fast dyes for tex-
tile fabrics was superb. In the realm of fine arts, the 
most unique achievement was the magnificent temple of 
Borobudur in Java and the sculptures of the Ajenta caves. 
As regards jewelry we find that the ornaments of the kings 
and grandees are extraordinary. Garlands and tiaras of 
precious stones are their head ornaments and their bodies 
are adorned with rings, bracelets and necklaces. Town 
planning was also highly developed in this period, es-
pecially in the Deccan. 
11 Pallava," a capital city, writes Professor Geddes, 
"is not simply a city made monumental by great 
temples and rich and varied innumerable minor 
ones; what rejoices one is to find the realiza-
tion of an exceptionally well .grouped and com-
prehensive town plan, and this upon a scale of 
_spacious dignity combined with individual and 
artistic freedom to which I cannot name any 
equally surriving parallel whether in India or 
elsewhere." 
Besides the craft guilds, there was another form of cooper-
ative production carried on under joint stock principles. 
The basis of partnership in these cases consisted not of 
the capital contributed by each, but of the skill and 
technical knowledge which each brought to the work. As 
this naturally varied in different persons, the share of 
profit which each enjoyed was also different. There was 
an extensive trade with foreign countries both by land and 
sea. Currency, both metallic and fiat, issued by the 
1. Quoted by C. P. Venkatarama Aigar in ~Town Planning 
of Ancient Deccan," p. 78 
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Governraent was widely used. Thus a genial climate and a 
fertile soil, coupled with the industry and frugality of 
her people, made India virtually independent of foreign 
nations in respect of the necessaries of life, while the 
ideal of simple living and free thinking must have ren-
dered the secondary wants of the mass of the people very 
limited in number. 
Mohammedan Period 
712 - 1 526 
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Harsha was the last of t h e great Hindu rulers. After 
his death never was the ·whole of Northern India reunited 
under one banner. Petty principalities which styled them-
selves kingdoms came into existence and there was constant 
warfare between one feudal lord and another. While these 
internal commotions were going on, the Arabs, carrying the 
torch of their faith, had been plundering distant lands and 
· were now knocking a t the gates of India. Had the Hindu 
rulers forgotten their enmity and hatred toward one another 
and put up a common front, the Mus lims would never have been 
able to establish a foothold in the country. But there was 
a state of disruption in India . The result was the Muslims, 
animated by their desire to convert the infidels to their 
faith and lured by the luxury and splendor of the country, 
came in hoards, victimized the people, and carried away the 
wealth and precious metals. The first of these invasions 
was by Mohammed Bin Kasim in 1712; then came Mohammed 
Ghazni and Mohammed Ghori. Mohammed Ghazni invaded India 
seventeen times and each time went back with immense stores 
of wealth. A description of the loot which was displayed 
by Mohammed Ghazni in his native place is given by Stanley 
Lane-poole: 
"The booty was displayed in the court of the palace 
at Ghazni , 'jewels and unbored pearls and rubies, 
shining like sparks or iced wine, emeralds as it 
were sprigs of young myrtle, diamonds as big as 
pomegranates.' The Easterners tell of seventy 
million silver dirhams, and hundreds and thou-
sands of pounds' weight of silver cups and ves-
sels ••• . All the world flocked to Ghafni to gaze 
upon the incredible wealth of India." 
These early Muslim invaders never came with the hope of es-
tablishing a permanent empire in India. The time had not 
come when the Turks could seriously think of living in this 
country; their home was still beyond the passes. It is 
about the time of Mohammed Ghori (1030) that the true rule 
of the Muslims starts in India. 
Economic Condition of t h e People. Although the 
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Muslims had defeated the Hindus and established their king-
dom, they were not able to win the confidence of the people. 
The history of Muslim rule in India is a tale of constant 
struggle between the Hindus and Muslims. Barring a few 
kings here and there, the majority o~ them were not abl e 
to rule even the whole of northern India, let alone the 
entire country . Rebellions, revolts of the people and 
intra-feudal wars were common features of this period. 
1. Lane-Poole, Stanley , Medieval India, p. 21 (Second 
Edition , London, T. Fisher Unwin 1906 
Under such circumstances it was impossible tha t there 
should be much economic progress in the country. However, 
from the writings of the historians and the travellers of 
the period we get a few glimpses of the economic life of 
the people. 
Mohammed Bin Kasim's Taxation Policy in Sind. Lane-
Poole writes: 
"The citizens and villagers were allowed to fur-
nish the tax collectors themselves ••• and the 
conqueror's instructions to all his officers 
were wise and conciliatory: 'Deal honestly,' he 
commanded, 'between the people and the governor; 
if there be ,distribution, distribute equitably 
and fix the revenue according to the ability to 
pay.rn.L 
Description of the Economic Conditions of India by 
Marco Polo {1271- 1294). He found the co~nerce of India 
2 
stretching from Kublai Khan's territories to the shores 
of the Persian Gulf and of the Xed Sea. 
11 In this country of Persia there is a great supply 
of fine horses; and people take them to India for 
sale, for they are horses of great price." 
He also mentions the great demand in India for tur-
quoises, which were exported from Kerman in Persia and 
wnich fetched a high price. Of Cambet (Cambay) Marco 
Polo says, 
"It produces indigo in plenty, and much fine buck-
ram; cotton is exported hence; there is a great 
trade in hides, which are very well dressed. ~.r3 
1. Ibid., pp. 10, 11 
2. The ruler in India at that time. 
3 . Mukherji, R.K., A History of Indian Shipping and 
Maritime Activity from th~ Earliest Times~ p. 191 
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He saw ships of so large a size as to require a crew of 
three hundred men. Both on land and water her trade activ-
ities were expanding and, in spite of the instability of 
the Political Government, which was then vested in the 
last of the Slave Kinds, we find that Indians then fully 
realized the utility of linking India with other countries 
outside India. 
Depressed Economic Condition of the Hindus. The 
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Muslim rulers thought that by holding the Hindus in per-
petual poverty they would be able to suppress all rebel-
lion and revolt from them. Alandin Khilji , one of the 
medieval Muslim kings, in his discussion with the Kazi1 
said: 
11 Be assured then the Hindus will never become 
submissive and obedient till they are reduced 
to poverty. I have therefore given orders that 
just sufficient shall be left to them from year 
to year of corn, milk, and curds, but that they 
shall not ~e a llowed to accumulate hoards of 
property. 11 
Experiments in Price Control. The same king made an 
experiment in price control to overcome the disasters of 
the business cycles. 
"He resolved to keep down the cost of necessaries, 
and enacted that thenceforth there should be a 
fixed price for food. The principal items were 
thus fixed in the new tariff; wheat, 7i jitals 
(nearly 3d.) per man (about 24 lbs.); barley lid; 
rice 2d; pulse 2d .•• Orders were passed against 
the cornering of stock."3 
1. Kazi was a counsellor to the king. 
2. Lane-poole, Stanley, Medieval India, p. 106 
3. Pant, D., Commercial Policy of the Moguls, p. 13 
(Bombay: D.B. Taraporevala & Sons Co., 1930) 
Short weight was checked by the effectual method of carv-
ing from the hams of the dishonest dealer a piece of flesh 
equivalent to the deficit in the weight of what he had 
1 
sold. 
Token Currency. Another medieval king made an ex-
periment in the issue of token currency. Mohammed Bin 
Tughlak was the first to see the advantages of a token cur-
rency, and without considering the steps he should take in 
introducing it, he promulgated an order by which copper 
token currency was introduced. He forgot that it was ab-
solutely essential to the success of his innovation that 
none but the state should issue the tokens. The result 
was natural. 
"The promulgation of this edict, n says Barni, 
"turned the house of every Hindu into a mint, 
and the Hindus of various provinces coined 
crores and lacs of copper coins. With these 
they paid their tribute, and wi th theee they 
purchas~d horses, arms and fine things of all 
kinds ... 
It goes without saying that the experiment failed miser-
ably, and whe n the king did withdraw the edict 
11 so many of these copper tankas were brought to 
the treasury that heaps of t~em rose up in 
Tughlakabad like mountains." 
Agriculture and Oppressive Taxation. The hostility 
of the Muslim kings against the Hindus was so great that 
agriculture was abandoned. Mohd Bin Tughlak introduced 
1. Lane-poole, Stanley, Medieval India, p. 111 
2. Ibid., p. 135 
3. Ibid., p. 136 
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s~ate loa ns to agriculture, but he was so oppressive in 
his tax measures that the cultivators gave up cultivation 
and sought the jungles. In the words of Barni, quoted by 
Lane-poole: 
"The first project which t he Sultan formed a nd 
which led to the ruin of the country and the 
decay of t h e people was an attempt to get five 
or ten per cent more tribute from the lands in 
the Doab, the fertile plain between the Ganges 
and the Jumma. He introduced oppressive cesses 
and made stoppages from l and returns until the 
backs of the rayats were broken. The cesses 
were collected .so rigorously that the peasants 
were reduced to beggery ••• The peasants became 
a larmed, lost confidence, abandoned their lands, 
burned their stacks, turned their cattle loose, 
and took to the jungles. Irritated at the fail-
ure of the revenue the Sultan hunted the wretched 
Hindus like wild beasts, ringed them in the jungles 
as if they were tigers, and closing in massacred 
them wholesale. The Doab, 1Kanauj and all the 2 country as far as Dalamau, were laid waste." 
Canal Construction and the Economic Prosperity of 
the People. If all medieval king s had followed the policy 
of oppression of Mohammed Bin Tu ghlak, India would have 
become in course of time a barren and unpopulated land. 
But there were some very enlightened and generous kings, 
too; for instance, Firoz Shah (1351). He was an immediate 
successor to the last-named king . The first thing he did 
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was to release the a griculturists from the debts which they 
had incurred in the previous reign by giving them a clean 
bill. Second, h e reduced taxes. Third, he built a city 
in his own name which gave occupation to hundreds and thou-
sands of people, and finally, to supply this new city of 
1. This territory would now represent approximately 
Delhi and the United Provinces. 
2. Lane -poole,££· cit., p. 129 
Hisar Firoza with water, he constructed a double system 
of canals from the Jumna and Sutlej, one of which, nthe 
old Jumna canal," to this day supplies the district with 
irrigation along two hundred miles of its ancient course, 
and now brings the water to Delhi. 
"Thus," says Afif, the panegyrist of the rei gn, 
who was a frequent attendant at the court of 
Firoz, "the rayats grew rich and were satisfied. 
Their homes were filled with corn and goods, 
horses and furniture; every one had plenty of 
gold and silver; no woman was without ornaments 
and no house without good beds and divans. 1 Wealth abounded and comforts were general." 
Architecture and Building. The historians of the 
Muslim period have not described at length trade and man-
ufacture, nor do we know anything about state patronage to 
them. It does not follow from this, of course, that they 
did not exist during this period. A d~stinct feature of 
this period is the conflict between the two diagonally 
opposed cultures and the effort on the par.t of the Muslims 
to impose their culture on the conquered. Hence they were 
principally occupied with suppressing rebellion and bring-
ing about better political order. Moreover, they were 
229 
also occupied with checking the Mongol invasion. Naturally, 
economic progress was retarded. But, on the other hand, 
buildings and architecture were encouraged. Each king de-
sired to build some.kind of architecture or city in his 
own name. This kept quite a large number of people occu-
pied. 
1. Ibid., p. 143 
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The Moghul Period - 1526 to British Days 
The Moghuls, too, were Muslims, and therefore the 
harsh and inhuman treatment accorded to Hindus continued 
more or less in this period also. But comparatively speak-
ing, there were fewer Hindu rebellions and revolts than in 
the previous period. It seems as though there was a mut-
ual adjustment between the conquerors and the conquered as 
a result of which better understanding prevailed between 
the two. Some of the Moghul kings, like Akbar, were very 
tolerant towards the Hindus; they not only promoted them 
to high positions in the civil service but entrusted them 
with the command of the army. Intermarriage between the 
two communities also helped to a considerable extent to 
alleviate ill feeling. The Moghuls were also exempt, for 
a long interval, from dread of foreign invasions. As a 
result of these conditions their empire spread from the 
foot of the Himalayas down to the almost southernmost tip 
of India. This vast extension of empire made centralized 
administration very difficult, especially in those days 
of poor means of communication. So long as the central 
government was strong and held sway over the remotest 
provinces, keeping the governors of them under control, 
the empire flourished; but the moment it became weak, the 
provincial governors styled themselves rajahs and began 
fighting with one another for extension of territory. It 
was more a fight between the Muslim governors themselves 
than between the Hindus and the Muslims until the rise of 
the Marathas. This produced a pernicious effect. Peace 
and tranquillity were unknown except during the few years 
when the "Authority Royal" was strong; the soldiery and 
the governors preyed on all less powerful than themselves. 
To add to this was the undesirable law of property. Sir 
Thomas Roe, an English ambassador at the court of the 
Moghuls, noticed that the claim of the Moghul extended 
to the property left by all his subjects. Other contem-
porary writers such as Tavernier, Manrique and Bernier, 
point out how this practice tended either to discourage 
the accumulation of wealth, or to encourage secret hold-
ings. Pilla! summarizes the effect of these two as fol-
lows: 
"In circumstances such as these, when every at-
tempt to better one's standard of living was a 
direct invitation to be 'squeezed' by the 
authorities, or by one's more powerful neigh-
bours, it is obvious that the range of wants 
must have visibly contracted til! further con-
traction was almost impossible." 
Economic Classification of Society and Its 
Consequences_. Pillai writes: 
11 There were, indeed, only two sections in the 
Moghul society - a handful o~ men at the top, 
with their armies of dependents and slaves, 
leading a wasteful and extravagant life, and 
the vast masses of population, ground down by 
tyranny and poverty, on the result of whose 
sweated labour rested the pomp and pageantry 
of the aulic splendour of Delhi. 11 2 
1. Pillai; Economic Conditions in India, p. 9 
2. Ibid., p. 9. Also read cf. Bernier, p. 236 
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A consequence of the political and social system of those 
days was to withdraw from the ranks of producers all -the 
more venturesome spirits and induce them to throng at the 
capital cities, there to live at the expense of the coun-
try. Foreign writers who have described the wealth of 
Moghul India have based their accounts on what they saw 
in the cities. They were struck by the lavish magnifi-
cence of the Court and by the ostentatious display of 
wealth by the grandees. But in the sombre background of 
it all lay the chilling poverty of the people. 
Economic Condition of the Artisans and Handicrafts. 
To quote Bernier: 
"The artistic handicrafts, tt he says, "were kept 
surviving in the Karkhanas, or Imperial work-
shops, under the Emperor's protection, and also 
in the household of powerful nobles, who did 
give wages to certain workmen. For what fine 
stuff soever comes from these countries, we 
must not imagine the workman is there in any _ 
honour, or comes to anything; it's nothing but 
mere necessity, or the cudgel that makes him 
work; he never grows rich, it is no small mat-
ter when he has wherewith to live and to clothe 
himself narrowly. If there be any money to gain 
by the work, that is not for him but for those 
great merchants of the town. 11 1 
There can be no doubt that the industrial production of 
India at that time must have been in the a ggregate large 
and valuable; but, individually, they must have been of 
too small domensions and of too scattered a nature to at-
tract special notice. 
l. Bernier's Travels, Calcutta edition, p. 209 
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Slavery and Serfdom. Predial Slavery was a normal 
feature of economic life in Moghul India. References to 
slaves are abundant enough in contemporary writings, 
though agricultural serfdom does not come in for much 
notice. 
11 The evidence set forth in the Report on Slavery 
of 1841 shows clearly enough that serfs were a 
normal element in the rural population of Pre-
British India. ·14 
All this goes to show that economic freedom as we now 
understand it was conspicuous by its absence in pre-
British India. 
Agriculture and Famine. Although a few kings like 
Akbar did much to improve the condition of the cultivators 
by constructing canals and reducing the rate of land rev-
enue, the general political condition of the Moghul Period 
was such that it discouraged hard toil and effort on land. 
"A stationery stage of civilization supervened 
under which the husbandmen simply raised the 
food grains necessar2 to feed them. from one 
harvest to another." 
"If the food crops failed in any district, the 
local population had no capital, and no other 
crops wherewith to buy food from other districts; 
so in the natur~l and inevitable cause of things , 
they perished." 
Invasions. India also suffered a heavy loss of her 
hoarded wealth through foreign invaders like Nadir Shah 
and Ahmad Shah Abdali. 
1. Pillai, op. cit., p. 11 
2. Ibid., p-.-13--
3. Sir W. W. Hunter, Indian Empire ('11hird Edition, 
London, 1881), p. 660 
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"The true secret of the poverty of India," says 
Sir H. S. Maine, ui take to be the desolation 
caused by the war and brigandage of about two 
thousand several chief's while the Moghul domin-
ion was dissolving. I think that India during 
the reign of Akbar and Jehangir was probably as 
rich as the Western world thought, but its care-
fully hoarded capital was destroyed in the same 
was as the accumulation of the Roman Empire. 11 .l 
General Remarks about the Moghul Period. Judged by 
the description of the Moghul Court by Thomas Roe and 
other English writers, one is apt ·to be carried away by 
the idea that India was a land of milk and honey and that 
there was no poverty of any kind in the country. Art, 
painting and handicraft were encouraged in the country, 
not in the interest of the general public, but to satiate 
the desire of the Moghul princes and noblemen. The splen-
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dor of the Moghul Court was based on the ruin of the nation. 
Labor availability, to construct various kinds of archi-
tecture, to promote various kinds of delicate handwork, 
was great because the populace was on the verge of starva-
tion. Famines were frequent and took a heavy toll on the 
population. It is surprising to note that the Moghuls 
allowed the forei gners to handle the external trade of the 
country . The Portuguese, the Dutch, the Fr ench and the 
Engl ish established. factories in India and usurped for 
themselves the foreign commerce. 
The East India Company Period. The English merchants 
stepped into the breach caused by the decay of the Moghul 
1. Pi11ai , op. cit., p. 13 
Empire. They pursued the policy of their predecessor, 
in patronizing the artisan industries. 
11 In various parts of the country the East India 
Company maintained subordinate factories, and 
each of these had its local branches supervis-
ing produc tion in the area around it. In each 
of such areas the Company employed a Gomasthah 
through whom contracts for t he supply of cloths, 
etc., were made with t he weavers and advances 
of money for the purchase of raw materials ar-
ranged in order to see that the weavers did not 
sell their work to outsiders who offered high 
prices ••• The weavers complained that these 
agents abused their authority and forced them 
to accept non-remunerative wages." 
Thus, so far as the artisan industry was concerned, it 
received more or less the same kind of patronage from 
the rulers, but the condition of the artisans was very 
unsatisfactory. 
Agriculture. The Company was but little interested 
at this stage in the agricultural production of the coun-
try. Indigo, however, s e ems t o hhv e eELrly attracted its 
notice. Here also continued the evil of the cultivator 
receiving advances of capital from the merchants and 
selling his produce to them at an unremunerative price. 
Other Economic .. Conditions. The economic life of 
the country continued along the old self-sufficing lines; 
metalled roads were unknown and transportation from one 
part of the country to another was mainly provided by 
porters and pack animals. Oonsequently, goods dealt in 
1. Hamilton, c. J., Trade Relations Between England and 
India, p. 73 
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consisted largely of rarity objects of small bulk and 
great value. Internal trade and commerce were also ham-
pered by the heavy intra-territorial duties. 
Abolition of Company's Monopoly ~f Trade. In 1833, 
mainly as a result of the agitation of other merchants 
who were jealous of the monopolistic position of the 
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Company, the Parliament threw open the whole eastern trade, 
including trade with China, to the private merchants. 
This measure had far-reaching effects upon economic con-
ditions in India. The new merchants opened up markets in 
India for an increased variety of British commodities and 
at the same time began to export from India many articles 
1 
which never formed part of the Company 's trade. 
Companz as the Suzerain Power. The East India Company, 
although it lost its trade monopoly, was given recognition 
by the Parliament as the ruler in India. At first, ho wever, 
it was too much preoccupied with the problems of conquest 
and consolidation to intervene in the economic life of the 
country, except indirectly, by the suppression of robbery 
and the establishment of internal peace. The economic pol-
icy of these days was frankly the policy of plantations. 
Little heed was paid to the nurturing of indigenous indus-
tries, but all attention was concentrated on pushing 
2 
English manufactured goods in · the country. But even in 
1. Ibid., p. 206 
2. Pillai, op. cit., pp. 18, 19 
the Company's own interests some economic reforms had to 
be effected, which benefited the people of the country; 
thus, in order to develop the internal and external trade, 
the internal duties placed on goods as they passed from 
one territory to another had to be abolished. This en-
couraged the flow of English goods into the country. 
While the abolition of duties had a very desirable ef-
feet on the English producer and the Indian consumer, the 
artisan suffered heavily; he was no longer able to resist 
the competition of English goods. 
11 The external impediments to the expansion of 
Indian manufact~e were equally formidable. 
The high tariff wall which England, India's 
principal customer in those days, had built 
up with the avowed object of protection af-
fected the Indian exports very seriously."1 
India, with her hand looms and her cottage workers, could 
not possibly compete with the formidable industrial organ-
ization which the Industrial Revolution had called into be-
ing. 
The reaction of the new environments on a~ricultural 
activity was more favorable. By far the most important 
development of the export trade was the increasing commer-
cialization of agriculture . The indigo trade began to ex-
pand, and likewise cotton and jute. This added to the 
prosperity of Indian agriculture, land values increased, 
the agricultural income augmented, and the specialization 
in crops became more marked. 
1. Ibid., p. 21 
237 
India Under the Crown - 1858 
From 18 58 onwards the economic life of India was 
completely transformed. She became primarily a raw ma ter-
ial and food exporting and a manufactured products import-
ing country. A number of causes contributed to this rapid 
transformation: the rapid development of railways and other 
means of communication in India; the construction of the 
Suez Cana l; the laissez-faire policy of the British 
Government, which stretched t he import ance of free indi-
vidual enterprise as opposed to state initiative and 
state enterprise; and especially the activity of British 
capital - all these exercised their influence. Lord 
Dalhousie had foreseen that the construction of railways 
in India, through the instrumentality of British capital 
and enterprise, would induce "a more extensive employment 
of similar capital and similar efforts in connection with 
products and trade in India. 11 1 
As a consequence of the above-named developments, 
cottage industry received its death blow; agriculture be-
gan to prosper; the flow of Bri tish capital increased, and 
a number of industries lik e plantations, jute, mining and 
engineering cropped up in different parts of the country. 
The profits of agriculture and rural trade brought into 
being a middle-class population - a section of society 
almost unknown in pre-British days; and 
1. See Sir W. W. Hundter's Marquis of Dalhous~e (Rulers 
of India Series), pp. 193,194, (Oxford, Clarendon 
Press, 1890) 
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"the external trade of the country has grown 
at the expense of the internal, resulting in 
an unhealthy and one-sided development of the 
country's resources; ••• assistance has in 
more than one case been given directly to the 
effort of the English manufacturer to exploit 
Indian markets, whilst the industrious artisan 
has been left severely alone to combat as best 
he can the growing difficulties of his position. 111 
The indigenous commercial class were not slow to follow 
the example of their compeers, the English merchants; 
they too began to take part in industrial activity by es-
tablishing various cotton industries. In a word 1 until 
the time of the World War, this laissez-faire doctrine 
gave full and free scope to a regime of administrative 
exploitation rather than of the economic development of 
the country. 
The Great War and Its Lessons. The last war brought 
to the surface the industrial deficiency of the country; 
on the one hand the economic life of the country was par-
alyzed on account of the manufactured goods, while on the 
other the Government was feeling the pinch of scarcity in 
connection with various articles of military importance. 
And therefore Lord Harding, the Viceroy, sent a despatch 
in November 1915 to the Secretary of State pointing out 
that 
"a definj,te and self-conscious policy of improv-
ing the industrial capabilities of India will 
have to be pursued after the war, unless she is 
1. Sir Alfred Chatterton, Industrial Evolution in India, 
(Madras, The Hindu Office, 1912), p. 20 
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to become more and more a dumping ground 
for the manufacture of foreign nations. 11 1 
In 1917 the Industrial Commission was appointed to inves-
tigate into the industrial needs of the country. Since 
t h e present economic policy of the government is based 
on the recommendations of this Commission, it is worth 
while reviewing them briefly here. 
Recommendations of the Industrial Commission. In 
their report the Commission outlined a plan of action 
which was based on the fundamental assumption that with-
out state intervention the development of industries can-
not, in the circumstances peculiar to India, proceed at 
the pace necessitated by the requirements and warranted 
by the resources of the country; they stressed the neces-
sity of research work in connection with agricultural and 
forest products; they recommended that steps should be 
taken immediately to establish various 11 key" or basd:c in-
dustries; .they proposed that i ndustrial and technical ed-
ucation should be provided; they suggested the establish-
ment of commercial and industria l intelligence; the pur-
chase of Government stores; that the Government should 
help to introduce and develop new industries by setting 
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up pioneering and demonstration factories; they recommended 
the use of railways as subsidies for industries; and the 
establishment of industrial banks, direct financial aid, 
1. Soni, H. R., Industrial Problems of India, Vol. I, p. 358 
and government guarantee on dividends. These recommenda-
tiona were .received both by the Government and by the 
public with a great deal of enthusiasm, but the problem 
remained - who was to bell the cat, the central Government 
or the Provincial Government. 
The Reform Act of 1919. This Act emphasized the 
fact that the development of industries should be left 
to the Provinces; hence such measures as t echnical and 
industrial education, scientific and industrial research, 
technical assistance, pioneering and demonstration and fi-
nancial assistance were to be left to the Provincial 
Governments. On the other hand the Central Government 
has taken upon itself the task of administering tariffs, 
mining, stores purchase and commercial intellig ence. 
Both the Central and the Provincial Governments, taking 
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into consideration the limited financial resources at their 
disposal, have done a good deal to further the industrial 
progress of the country. 
The Appointment of the Fiscal Commission, 1921. The 
Industrial Commission had not laid down the course for the 
tariff policy of the country which was essential for the 
protection of industries. For this reason the Fiscal 
Commission was appointed to examine the Tariff Policy of 
the Government with reference to industries. The Commission 
recommended discriminating protection, which has already 
been treated elsewhere in this dissertation. 
Summary and Conclusion. From this long historical 
sketch of India's economic life, certain conclusions may 
be fairly deducted. Although it is true that people in 
certain parts of the country, and a gain belonging to a 
particular class of society, were economically well off 
and were able to indulge in the material comforts and 
luxuries of life, the general mass was not furnished with 
even the minimum necessaries of life. On account of the 
incessant invasions and wars among the different provin-
cial rulers, barring a few decades here and there, peace 
and security of life and property, whi ch are the cardinal 
needs of economic progress, were a l most unknown from the 
medieval to the middle half of the nineteenth century. 
The world-famous artisan and handicraft industries flour-
ished and prospered, not on account of private initiative 
and enterprise but mainly as a result of State a id and 
patronage. To the short-sighted and narrow-minded pol-
icy of the early British rule in the country may be laid 
the responsibility of the one-sided economic development 
of the country. But things have changed since 1914. 
Sweet have been the uses of adversity. There has been a 
country-wide awakening to the industrial deficiency, and 
the Government too has realized its responsibility. With 
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the cooperation of the captains of industry on the one 
hand and the necessary state aid on the other, t h ere is 
a bright future for the all-round economic development 
of the country. 
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PART III 
PLAN OF RECONSTRUCTION 
CHAPTER X 
OBJECTIVES OF THE PLAN 
From the £oregoing description of present economic 
conditions in India, it is clear there is imperative need 
of a well-thought-out plan for marshalling the various 
resources of the country. Undue predominance of agri-
culture, hide-bound conservatism, perpetual indebtedness, 
limitation of markets for industrial products ·, and indus-
trial backwardness are all links in a chain which binds 
the country to inescapable poverty and gross inefficiency. 
On the other hand the abundance of natural resources, the 
teeming population, the untapped potentialities of capital, 
and the possibilities of developing the internal market, 
give rise to hopes of a better economic order. What, then, 
should be the objectives of economic planning? 
! ~ Standard of Economic Life 
It is not exaggeration to say that the people of 
India have reconciled themselves to poverty. In all in-
dustrially· advanced countries, increase of a labourer's 
wages is ordinarily accompanied by greater efficiency; in 
India the reverse is true; augmentation of wages causes 
inefficiency. The explanation is that wants, being so few 
and simple, a small income is quite adequate to satisfy 
them; the~efore, the larger income is used rather in the 
purchase of leisure than in raising the standard of living. 
At the present time in India there is great need or en-
couraging the people to strive arter the material advan-
tages of life. The people must be made to realize how 
economically backward they are. It is our effective wants 
that compel us to make an erfort; and hence so long as the 
people of India are content with -the satisraction or few 
wants, there cannot be greater production. It should be 
borne in mind, however, that the solution of poverty is 
not an end in itselr; there is a close relation between 
the higher comforts of life and enlightened living. 
Solution of the Problem of Unemployment Among 
the:Edueated Middle-Class People 
While it is true that the educational system of 
India has been literary rather than technical in character, 
and there is not wide scope for the employment of young 
educated people, even when there is industrial and commer-
cial progress, yet following an increase in national and 
per capita income there would be greater demand for primary 
education and correspondingly for higher education. This 
would eventuate in a part of the unemployed educated labour 
group being absorbed in various schools and colleges. Most 
of the educated young people are employed today in clerical 
capacities and nation-wide economic development is bound to 
create jobs. It is nobody's desire, however, to convert 
India into a nation of clerks. As things are today, there 
is not much scope for the profitable employment of educated 
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young men. Again, the present educational system has created 
a kind of bias for manual labour; but this tendency is 
rapidly changing. Nowadays young men do not fight shy 
of following any trade or occupation, provided they have 
a chance to make a decent living. ~hus with the changing 
economic conditions in India there will be a ~hange also 
in the kind of education that the people would demand. 
This would serve as a corrective for the present super-
abundance of a literary type of education in the country. 
Furthermore, today there is unemployment not only among 
those who have had a liberal arts education but also among 
those who have had a commercial or technical training. It 
is again by the commercial and industrial development of 
the country that employment may be created for every group. 
The Development of ~ All-Round Economic Life 
The need of a well-balanced economic life has been 
felt more than once. During the last World War India was 
deprived of finished and manufactured commodities, since 
many industries were at a standstill for want of machinery 
which must be imported from foreign countries. 'l'here seems 
to be a great drawback in the present economic set-up of 
the country. Haw cotton is exported by hundreds and thou-
sands of bales to Japan and manufactured cloth imported 
from the same country. ~here is export or pig iron and 
steel to England and America, and importation of tools and 
machinery into India. International trade is a desirable 
thing so long as the country is incapable of producing, at 
24j' 
a comparatively lower cost, the things that she imports. 
As between raw material and foodstuff producing countries 
on the one hand and finished and manufactured commodity 
producing countries on the other, the former are at a dis-
advantage so far as the nature of the work and the scale 
of wages are concerned. The latter countries not only 
have shorter hours of work and better laboring conditions 
but also higher wages. This economic phenomenon explains 
to a certain extent why the standard of living is higher 
in the industrialized countries. An all-round economic 
development, besides bringing much-needed equilibrium be-
tween agricultural and industrial life, will also contrib-
ute to social progress. Giddings, in his "Principles of 
Sociology, u says that for human well-being there should be 
a harmonious development of city and country life. The 
city stands as the embodiment of intellectual and cultural 
activities, and the village for physical energy. In order 
that there may be social progress, there should be give-
and-take between the two. The predominance of village life 
in India is to be regretted, since it is a clear index of 
the lack of intellectual and cultural activities in the 
country. 
The Blending of Communal Differences 
There is no gainsaying the fact that there are com-
munal differences in the country; and with the march of 
time the rift becomes wider. Politically speaking, there 
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is not a single factor in India to bind the people into one . 
nation. 'l'he fact that all people o,f India live on the same 
soil does not make them one nation. Until very recently, 
national feeling was very much lacking; everyone thought in 
terms of one's own province, caste and religion; even today, 
provincialism is very marked. 'l'he existence of so many 
languages and dialects does not afford a common basis of 
thinking and acting together. Considerable progress toward 
unity has beffn made by the National Movement, but the fact 
still remains that India is disunit•ed. It is better to rec-
ognize this truth and combat it than be indifferent to it. 
One often hears it said that presen·t camnunal differences· 
in India are the work of the British Government. It is a 
controversial point. Granted that Jjri tain acta as a wedge 
blocking the unity of the different communities, is it not 
desirable to go a step .further and ask: \What weapon is she 
using to keep the connnunities apart'? If Britain really is 
the cause, is it not because she doles out a few government 
posts to members o.f one community or of another? Even 
should national government come into existence, so long as 
there is no industrial or commercial development, would not 
the problem remain the same? I.f the people of different 
communities keep on acr~bling for a .few government posts, 
it is very difficult .for one to see how the present gap can 
be bridged over. 
Lessons from the United States of America 
---- --- -- ----~~ 
It may be desirable to look around and see whether 
India is unique in this matter of having people of dif-
ferent castes and creeds living side by side, or whether 
there are other countries where. conditions are similar. 
~here seems to be a close similarity between conditions 
in India and those in the United states of America. Both 
countries have a vast area (India is about two-thirds the 
size of the U.S.A.); both countries have rich and fertile 
lands; both countries are blessed with an abundance of 
natural resources; both countries are well peopled (as a 
matter of fact, India is better peopled, having three t~es 
the population of the U.S.A.); both countries have people 
of different faiths living side by side. In the u.s.A., 
apart from the large number of denominations ~ong 
Protestants, there are Roman Catholic and Jews. In India 
there are different castes; similarly, in the U.S.A. there 
are people from different parts of the world. Yet all the 
people of the u.s.A., in spite of regional, religious, and 
ethnic differences, are bound into one nation having no 
other pronounced differences than the political. what is 
the reason for this? This amalgamation has essentially 
been brought about by unity of purpose. Everyone in the 
U.S.A. is primarily interested ~n business; religion and 
nationality are only secondary concerns. It is not uncom-
mon to find in the same business firm people of different 
origin and of different faith not only working together but 
joined in partnership. In any business enterprise, the 
touchstone of a person 1 s fitness for a position is effi-
ciency, not caste or religion. There is neither Jew nor 
Gentile in the business world; it is no respecter of per-
sona. The moat lucrative positions in the u.s.A. today 
are not government jobs, but those in private enterprise; 
hence the beat brains of the country are attracted towards 
business. In India, on the other hand, educated and intel-
ligent people seek government service or politics as a 
career. Unfortunately, these jobs are not distributed on 
~he basis of one•a efficiency; numbers of other factors 
come into play and hence the communal struggle. The only 
practical way to solve this communal problem is by rising 
above this petty competition for government posts and em-
ploying oneself in the economic . de~elopment of the country. 
Once this becomes the main objective of life, the co~munal 
differences will be blended, there will be a homogeneity of 
economic life, and the people will be knit into a nation. 
Elimination of Class Struggle 
However desirable it is to take lessons from America 
and encourage the development of industry and commerce in 
order to obli~erate communal differences, there is a great 
risk which India might rUn if she were to blindly copy 
America. For although America is not economically split 
on the basis of religion, she is divided on the basis of 
class. 'J.'he struggle between capitalists and labourers 
which is so pronounced in the capitalistic democracies is 
also discernible in America. If in India class rivalry is 
substituted for communal struggle, there cannot be much 
material progress. The plan of economic reconstruction 
for India must guard against this inherent danger of cap-
italistic economy. 
The Preservation of the Social and Religious 
--Institutions---
Economic activities constitute only a part of the 
whole plan of life. .Not much is gained if the chase after 
wealth is made the only objective of life. No one has 
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ever attained much happiness by material possessions alone. 
Those schooled in western ideas and institutions think the 
present social environment of India an insuperaole barrier 
to the economic progress of the country. They believe that 
progress is possible only when the whole economic structure 
of the country is patterned after the western manner of liv-
ing. It was in this spirit that the early benefactors under 
Eritish rule came into the country; they decried the village 
communities, the panchayat, caste, and the joint family sys-
tem. ·.1·he repercussions of their doings are resounding today. 
The panchayat system, which lost its power and ~portance as 
a result of the bureaucratic rule of the early oritishers, 
has been found to be a valuable mechanism for village uplift 
at present. 'J.'hat there are many evils inherent in the var-
ious kinds of social ins~itutions and customs, no one can 
deny; nevertheless what is needed is not complete abolition 
or them, but modir1cation and rerormation. As described 
in detail in the chapter on ••social Environments of India, 11 
the various religious and social institutions of India are 
well adapted to the country and thererore it spells tragedy 
to discount them entirely. 
Distinction Between Economic Reconstruction 
and Economic Planning 
Having described some of the essential objectives of 
the plan, I shall subsequently present the skeleton or the 
plan itselr. One should carerully distinguish between eco-
nomic planning and economic reconstruction. The two have 
many things in common: both aim at bringing better economic 
conditions or life; both seek to distribute the ractors of 
production into the channels or wealth production; and both 
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involve a certain amount of government control and guidance. 
~ut here the likeness stops. Economic planning is essen-
tially a problem of the economically matured countries --
those which have a surplus or material goods of a certain 
kind and are unable to find an outlet, because at the same 
t~e there is unemployment and depression, as is the case 
at present in the United states of America. Or such coun-
tries may have over-activity in cer~ain industr~es, wh~~e 
numerous other industries are underdeveloped; for example, 
Germany. Economic planning is also common in the commun-
istic countries, where the whole economic life is strictly 
under government supervision. rt is chiefly a problem or 
co~rdinating demand and supply. Economic reconstruction, 
on the other hand, means ~ha~ the production or wealth is 
out or joint and that, thererore, there is less productiv-
ity; i.e., the economic activities or the people have not 
kept pace with the progress o£ other countries. Econo~c 
reconstruction is the wider term and may include some o£ 
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the measures adopted by economic planning. It is dirficult 
in a dissertation of ~his kind to touch on each and every 
aspect or the economic activi~iea of a people. I wm there- -
fore attempting only a broad delineation in the next chap~ 
ter, and shall take up difrerent proole~ connected with 
each plan in subsequent chapters. 
CHAPTER XI 
THE PLAN 
Need of Co8rdinated Approach 
As I have already said, reconstruction plans of one 
nature or another are 1n progress in India. For example, 
the government, the congress and the social service agen-
cies are taking particular interest in rural reconstruc-
tion; similarly, the urban population of the industrial 
centres have launched various schemes for better housing 
conditions for the labouring class. Again, various kinds 
of commissions have oeen appointed from time to time to 
review the position of industry and commerce and to recom-
mend relief measures. Much may be said in praise of these 
efforts. Unfortunately, however, all these endeavors are 
a tragedy of high intentions self-defea~ed. ~en, for 
example, protection is granted to large-scale cotton in-
dustries and a heavy duty is levied upon ·tmported yarn, 
the cottage producers of cotton goods are handicapped, in-
asmuch as ~hey use foreign yarn as a raw material in their 
industry. Likewise, though the export of cotton on a large 
scale is in the interests of the cultivators, it is harmful 
to the producers of cloth because, according to ~he trade 
agreement, it encourages the importation of cotton goods 
from Japan. consequently, as long as there is lacking 
coor~nated approach to the problem of economic reconstruc-
tion, there is bound to be conflict of interests. 
The Choice Between Agriculture 
and Manufact.ure 
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The fundamental fact of poverty raises the question 
whether the general level of well-being could not be mater-
ially improved by adopting a different system of production; 
and the fact that industrial countries like England have 
been able to support a growing population at a higher stand-
ard of living has turned the mind of the Indians to indus-
trial development as the cure for national poverty. Thus 
the reconstruction program has to consider whether indus-
trial development, on the one hand, or improvement in agri-
cultural conditions, on the other, will better serve to 
bring economic salvation to the people. Strong arguments 
are put forward on both sides. We shall now consider them 
separately. 
Arguments in Favour of Improving and 
Devefoplng A6r1culture 
The arguments of those who seek to better the economic 
condition of the people by improvement and progress in agri-
culture may be summarized as follows: There should be a 
territorial division of labour. Tropical countries like 
India, with its agricultural resources, are best suited for 
agriculture, while industrial countries, like England, 
Germany and Belgium, have long specialized in their own 
lines of production. It 
~is a division in production which is fraught 
with highest advantage to all, and is almost 
a providential dispensation against which 
it would be foolish to r ebel. I 
The prospects of agriculture, again, have been greatly 
widened by modern science and organization, and the pos-
sibility of heavier yields and heavier profits has been 
clearly demonstrated. Why, therefore, should one waste 
energy and time in learning the technique of modern in-
dus tries? 
"The prices of Indian exports have been rising 
a good deal faster than those of imports ••• 
enabling her (India) to make these exchanges 
at a ratio more and more adv&ntageous to her-
self ••• and ••• the balance of exchange will 
move in future in favour of those countries 
whose advantage lies i~ the fertility and ••• 
extent of their soil." 
J. M. Keynes, therefore, weighing the matter on this basis, 
wonders whether there is not good reas on to believe that 
the prosperity of India depends entirely on the applica-
tion of more skill and knowledge, and especially of more 
capital, to the methods of ~griculture. It is also argued 
by some people that the development of industries will have 
the undesirable effect of diverting capital from agriculture 
to industries. Finally, it is pointed out that agriculturel 
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industry can give occupation to more people than agriculture. 
1. Ranade, 
p. 23. 
2. Article 
p. 427 
Essays on Indian Economics {Third Edition), 
He quotes this statement and argues against it. 
by J. M. Keynes in the Economic Journal, 1911, 
Examination of Some of These Arguments 
The arguments for keeping India purely agricultural 
rests upon certain fundamental assumptions, some of which 
need examination. In so far as these reasonings have a 
bearing on the question of free trade or protection for 
India, they will have to be considered in another place. 
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The arguments that the value of exports will, in due course, 
increase over imports, that capital will be diverted from 
agriculture into industries, and that agriculture is cap-
able of giving more people occupation, need further consid-
eration. That the value of exports has been falling rather 
than gaining is brought out by the following table: 
Percentage of Changes in the Avera~e Value 
of Imports and ExportS'"Since 1 131 
Year 1913 1919 1920 1922 
Imports 100 205.0 237.0 169.0 
Exports 100 156.0 139.0 140.0 
The argument that capital will be diverted from agri-
culture to manufacture does not hold water, because general 
experience in India goes to show that funds which are being 
tapped by industrial concerns come principally from the pro-
fessional and merchant classes, and only in a very small 
measure from the ryots. '!'he bulk of the present industrial 
capital comes from outside the country. 
1. Memorandum on Balance of ~ayments and Foreign Trade 
Balance, 1910-1923, League of Nations Publication, 
Vol. 1, p. 45. 
"So far as agriculturists at present lock 
up their capital in the purchase of orna-
ments or invest it in Government paper, the 
employment of this money in successful in-
dustries would produce more profit, which 
could, if necessary, be devoted to agricul-
ture, while at the same time no capital which 
is being actually empl£yed for agricultural 
purpose is w1 thdrawn." 
Again, it is also not quite true to say that agriculture 
can give more employment to people than industries. The 
scientific relation of labour to return is that, while in-
creasing use of labour up to a certain point is attended 
by increasing proportional returns, beyond that point 
further increase is attended by diminishing proportionate 
returns. A comparison of the numbers employed in agricul-
ture and the produce per acre in India compared with some 
other countries shows conclusively that Indian agriculture 
has long ago passed its point of maximum return. The 
Census reports of 1911 show that eighty millions are di-
rectly employed on the land, or one person to every 2.7 
acres of cultivated land. Previous to the outbreak of war, 
the corresponding figures for Great Britain and Germany 
were one to 17.3 and one to 5.4 acres respectively. ~he 
only crops grown both in ~gland and in India on a large 
seale are wheat and barley; the respective standards of 
yield are 1,645 lbs. and 877 1bs. per acre for barley, and 
2 1,919 lbs. and 814 lbs. per acre for wheat. With the in-
creasing use of machinery and other labour-saving devices 
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1. Vide Report of the Indian Fiscal Commission of 1922, p. 24 
2. Pillai, Economic Conditions in India, p. 62 
in agriculture, there is less likelihood of greater num-
bers of people being employed in agriculture. 
Arguments in Favour of Industrialization of India 
We shall now consider the arguments of those people 
who are in favour of industries. It may be said at the 
very outset that this is the attitude chiefly of people 
like Ranade, Gangadhar Tilak and others in the educational 
world. We shall here weigh some of the more general argu-
menta for the development of industry, since specific in-
dustries are considered under the topic of protection. In 
general we may say that agriculture is a precarious occu-
pation, since rainfall is uncertain and the soil of India 
is dry as compared with other countries. There is there-
fore the need of developing more stable occupation, i.e., 
the establishment of industries. 
There is also the prevalent belief in India that the 
productive power of the soil is diminishing. ''The exhaus-
tion of the soil,~ it has been said, dis proceeding fast, 
the cropping is becoming more and more inferior, the crop 
yield per acre, already the lowest in the world, is declin-
1 ing still' ·further. n Industrial development is also sought 
because of the undue preponderance of agriculture and an 
excessive pressure of population on the land. The Famine 
Commission of 1880 found that the numbers who turned to the 
1. Gokhales Speeches (Nadesan, 3rd ed.), pp. 71, 95 
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soil for subsistence were far in excess of those needed 
for its thorough cultivation, and traced the retardation 
of material progress to this cause. 1 This unfortunate 
tendency has since been gathering addi~ional momentum; 
for the proportion of the total population of those de-
pending on agriculture rose from 61 per cent in 1891 to 
66 per cent in 1901, to 71 per cent in 1911, and to 73 
per cent in 19212 and 1931. Sir Thomas Holderness cal-
culates that, if we subtract the land utilized for sup-
plying foreign markets from the total area under culti-
vation, what is left over does not represent more than 
two-thirds of an acre per head of the total Indian pop-
ulation. India, therefore, feeds and~ to some extent, 
clothes its population from what two-thirds of an acre 
per head can produce. ~here is probably no country in 
~ the world where land is required to do so much. The 
present rural reconstruction efforts are not going to 
bring considerable relief to the masses, since most of 
the measures are palliative rather than curative. The 
present holdings are too small to introduce any improved 
or modern method of cultivation. In order, therefore, 
to increase the area of holdings per family of cultiva-
tors, there must be diversity of occupation. 
1. Famine Commission Report, Vol. 1, p. 34 
2. Pillai: Economic Conditions in India, p. 58, also 
footnote. 
3. Thomas Holderness: Peoples and Problems of India, p. 140 
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Pressure of Population and Large-Seale Production 
Many Indian economists think large-scale production, 
or industrialization, is not a cure for the prevailing 
poverty of the masses. They point out the fact that, in 
spite of the rapid industrialization of the country, the 
number of factories in 1937 was only 8,930 and the number 
. 1 
of factory workers 1,427,103. It is true that large-
seale production means increased use of machinery and 
therefore employment of a lesser number of labourers. 
But one must not consider alone the number of people 
directly employed in one particular industry. General 
industrial progress presupposes the development of nat-
ural resources; the construction and extension of means 
of communication and transportation; the promotion of 
trade and commerce; progress in financial organizations 
of various kinds, and enlarged activity of the distribu-
tive trades, such as advertising and jobbing. Above all, 
with greater industrialization will come a wider demand 
for amusements and recreation. When, consequently, there 
takes place simultaneous development of all these activi-
ties fundamental to a sound economic growth, there is 
11ke1y to be wider scope ror employment a1ong various 
lines than is the state of af'fairs today. Furthermore, 
as a result of increase in the purchasing power of the 
people, which is so very narrowly limited at the present 
1. Indian Year Book, 1939-1940, p. 537 
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tLme, there will be a greater demand for goods, which in 
turn will call for more expensive production. 
Another argument that is generally put forth against 
industrialization as a cure for the pressure of population 
on the soil is that, owing to limited financial resources, 
the agricultural population "cannot be transferred from the 
fields to the newly set-up factories all at once, in the 
1 twinkling of an eye." No one denies that nRome was not 
built in a day," nor that the development of industries has 
to be a gradual progress. Not only inadequate capital, but 
also lack of the necessary indus~r1al environment will, for 
some time, be a great obstacle to industrial development. 
a start must be made, nevertheless, and the sooner the bet-
ter. Once the confidence of the people in sound industrial 
enterprise is established, capital will not remain "shy" 
and thereafter industrial progress will gain momentum. 
Large-Scale Production vs. uottage Industries 
as a Plan of EconomiC Reconstruction 
There is a definite move in the country to bring eco-
nomic salvation to the people by rehabilitating cottage in-
dustry. The All India Village Industries Association, the 
All India Spinners Association and M. K. Ghandhi are some 
of its strong advocates. various motives have induced them 
to adopt this measure. They may be briefly summed up as 
follows: giving employment to a large number of people; 
1. H. R. Son!: Indian Industry and Its Problems, Vol. 1, 
p. 23. Also pp. 21-23 
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avoiding the evils of the industrial system, such as over-
crowding, monotonous work, and the hustle and bustle of 
factory life; and keeping the cultivator busy throughout 
the year by providing him with supplementary occupation. 
Is Large-Scale Industry Necessarily~ Evil? 
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One should not ignore the fundamental fact that this 
is a machine age. The advantages of the use of machinery 
are a matter of common knowledge. The western world, though 
it may not have progressed in all directions, has progressed 
at least in one direction - in the satisfaction of a large 
number of wants by industrialization. Since the problem 
in India today is one of raising the standard of living by 
stepping up production, considerable good could be accom-
plished by industrialization. While one does not like to 
live a purely artificial life, at the same time one does 
not care to revert to a primitive and semi-savage natural 
life. There should be a happy balance between the two. 
For this reason we cannot laoel mechanized production a 
poison to the country. It should be remembered that even 
arsenic, when used properly, is capable of doing great ben-
efit to the human organism. All of which does not preclude 
the fact there is a highly important place, nevertheless, 
for cottage and artisan industries. 
The Present Trend Is Toward Development 
of Industries 
We might conclude the whole discussion by saying 
that the case is very strong for industrial development. 
This was perceived as long ago as 1880, when the Famine 
Commission demanded the introduction of a diversity of 
occupation in the country. The subsequent history of 
Indian industrial policy has been an elaboration of this 
theme. 
"On all grounds a forward policy in industrial 
development is urgently called for, not merely 
to give India economic stability, but in order 
to satisfy the aspirations of her people who 
desire to see her stand before the world as a 
well-poised up-to-date country; in order to 
provide an outlet for the energies of her young 
men who are otherwise drawn exclusively to 
Government service, or to a few overstocked 
professions; in order that money now lying un-
productive may be applied to the benefit of the 
whole community; and in order that the too spec-
ulative and literary tendencies of the Indi~ 
thought may be bent to more practical ends." 
My plan of economic reconstruction is therefore definitely 
based upon the development of various kinds of large-scale 
industry. 
Decentralized Large-Scale Production 
In a way, !ndia is fortunate in not having kept pace 
with western countries in the mass production of wealth. 
Though there is much to commend in western industrial life, 
it has its dark side too. The most flagrant evil is cen-
tralized production, wi~h its a~tendant evils. It is 
1. Montague-Chamesford Report of 1918, p. 267 
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inevitable, no doubt, that owing to natural and economic 
factors, industries should tend to localize. ~here is, 
nevertheless, a subtle difference between the localization 
and centralization of industries. Localization is possible 
without concentration of industries in a particular place. 
For Example, the earliest period of Ford Motor works was 
one of concentration and centralization, but nowadays the 
tendency is for decentralization. Ford Assembly Plants 
have sprung up in different parts of the country. This 
tendency towards a decantralized production is a welcome 
sign, even though, apparently, it may be at a comparatively 
high cost. If we take into consideration such desirable 
results as better housing and working conditions, less 
congestion and more fresh air and light, this apparent 
high cost in the long run is lower than the present ob-
viously low cost of production. From which we may deduct 
that it is desirable for India to start a plan of decen-
tralized large-scale production from the very beginning. 
Interdependence of Agriculture and Manufacture 
India is a vast country with a large population. 
She need not go out of her way to find a market for her 
goods. Her chief market, either for raw ma~erial and 
roodstuffs or for manufactured commodities, must always 
be internal. There must be give-and-take between agri-
culture and manufacture; production should move in an 
ever~widening circle between agriculture and manufacture. 
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Agriculture should supply manufacture with raw material 
£or goods and £ood for labour, and labour in turn should 
give to agriculture much~needed machinery and capital. 
Here, again, we should proceed with caution and take a 
lesson from the United States of America. From the study 
of American history one realizes that in the initial 
stages of the development o£ the country, agriculture 
contriouted a good deal to the prosperity of the people, 
which prosperity was in turn used for the development of 
industries. But the tide has now turned against agricul-
ture and it has become subordinate to manufacture. 1 This 
is rather an undesirable situation, because at present it 
looks as though the two were. competing against one another 
instead of co8rdinating. A scramble £or government aid 
and protection exists on either hand. India should so re-
construct and mold her economic life that -there will be 
interdependence o£ activities in the realms of agriculture 
and manufacture. Agriculture should £eed the industrial 
population with its products, and industry in turn should 
furnish the agricultural population with its products. 
One should not be emphasized to the neglect of the other. 
After all three - the industrial, the commercial and the 
agricultural population - are satisfied, the surplus may 
be used £or foreign trade. For the realization of this 
plan a wide development of the internal market is a pre-
requisite. 
1. Fred Albert Shannon, America's Economic Growth, Ch. 20, 
p. 375, New York, Macmillan Company, 1940 
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Development of Means of Communication and 
--Transportation 
The development of the internal market in turn is 
dependent on the development of means of communication 
and transportation. The future importance of means of 
communication and transportation in an economic recon-
struction plan such as I have delineated can hardly be 
overestimated. If there is to be a wide development of 
industrial activity not centralized in one particular 
place, but spreading its nets throughout the country, 
means of communication and transport are an important 
adjunct. Vfuat is needed today in India in developing 
these paths of commerce is not the construction of more 
and more trunk lines but rather of more feeder lines. 
The roads of the country are in a deplmrable condition. 
The trunk lines, themselves, compared with the road sys-
tems of Italy and the United States of America, fade into 
insignificance. Even some of the more important rivers 
have not been bridged over. Neither is the country want-
ing in roadbuilding materials. '!'here is a possibili'ty 
here of giving work to hundreds and thousands of people 
of differing occupations. It is not a wise policy to rob 
Paul to pay Peter; but if Paul has plenty and Peter has 
none, from the point of view of efficiency and better dis-
tribution of wealth it may be just the right thing to do. 
Today the administrative machinery of transportation sys-
. 
tem has become top-heavy, and with considerable justice an 
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axe can be levied there. There can be no place for vested 
interests in an economic reorganization of society. This 
I shall discuss ·at greater length under Means of 
Communication and Transport. 
Financial Organization 
Reconstruction of agriculture, the development .of in-
dustries, and the construction of means of communication 
and transport involve large sums of money. The present 
financial organization is far from satisfactory. There is 
plenty of wealth in the country which is not converted into 
capital. Therefore, new financial institutions, like in-
vestment banks ~ promotion houses, and investment trusts, 
should be established. One of the reasons why people hes-
itate to invest their savings in buying industrial shares 
and bonds is because they lack confidence in the organizers 
of the industry. For this purpose it may be necessary for 
the Government to supply the much-needed confidence either 
by guaranteeing the rate of interest on the investments or 
by establishing a commission to control, supervise and, if 
necessary, direct the various kinds of industrial activi-
ties. In spite of all this, if sufficient indigenous cap-
ital is not available it may become even necessary to ~­
port foreign capital. I shall discuss later on the merits 
and demerits of the use of foreign capital. But for the 
time being it is enough to say that the economic recon-
struction of the country need not be delayed for want of 
indigenous capital. 
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Foreign Trade and the Indian Share 
Though the objective of a plan of reconstruction 
has been the well-balanced economic activity of the people, 
it by no means presupposes an all-economic self-sufficient 
India. Trade between nations is as old as man himself. 
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But, as has been said previously, the share of the Indians 
in foreign trade and commerce has been very inconsequential. 
People of certain castes in India are born traders. Thus 
the baniya and the marwadi class start trading with a few 
rupees, and by the time they die most of them are million-
aires. They have proved themselves to be very shrewd and 
intelligent business men, and it is surprising that they 
have taken so small a part in foreign trade. It is due 
chiefly to the fact that the knowledge and training and 
experience required in foreign commerce are different from 
what they have had so far; moreover, foreign commerce en-
tails greater risk than domestic trade. For these reasons 
they rest content with internal commerce. Furthermore, 
business has not been considered an occupation of high 
calling. It is only good-for-nothings that have taken a 
fancy to it or have been compelled by circumstances to 
adopt it. A £ew who were by natural bent £1tted £or it 
have made a career of it and have grown prosperous. But 
the majority ·have :failed. ;!'his in turn has kept many ·out 
of' a hazardous occupation. The trend is now, however, 
rapidly changing. Most educated young men today are 
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inclined towards business. I In the future more and more of 
the youth of India will be attracted towards it. If their 
ambition is to be fulfilled, some of the obstacles in their 
way - ~, foreign monopoly of foreign trade - should be 
gradually abolished, and business training should be pop-
ularized. 
Foreign Shipping 
It is not only the participation of the Indians in 
foreign trade by dealing in foreign goods that is neces-
sary, but what is more, goods coming into or going out of 
the country should be carried in Indian bottoms. The 
shipping industry is capable of employing a very large 
number of people. Nor can we say from the past economic 
history of India that the people have not been seafaring. 
The Government of India has made a beginning in training 
1 the people for the navy. But what is of more importance 
is a merchant marine. Here again, the people of India will 
have to fight against British vested interests because for-
eign shipping has been almost a British monopoly. The gov-
ernment should encourage such enterprise by a bounty, accord-
ing to the number of people trained or the number .of ships 
built. 
Summary of the Plan 
Briefly, the plan can be summarized as follows: The 
development of large-scale industries of various kinds so 
1. Indian Year Book, 1939~1940, p. 323 
.as to reduce the pressure of population on the soil; the 
rebuilding of the agricultural industry so that there may 
be larger production; the encouragement of cottage indus-
tries wherever it. is necessary; an extensive development 
of means of communication and transportation; a greater 
emphasis on the widening of internal markets; a more com-
prehensive financial organization; _and fin~lly, an in-
creased share of the activity of the Indians in foreign 
trade and comme~ce and in shipping. 
How to ~o ~bout this Plan 
-- -- --- -- --
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Subsequent chapters will discuss in· greater detail 
how the plan of economic reconstruction can be accomplished. 
But before considering that question, a chapter should be 
devoted to policy and method. 
CHAPTER XII 
METHODS AND POLICIES 
Having discussed the objectives and the plan of 
economic reconstruction, let us now dwell upon policies 
and methods. The ma jor economic systems of the world may 
be cl assified under three heads: Individualistic Capitalism, 
St ate Socialism, and Fascism. The United St ates of Arnerice 
may be considered represent ative of the first, Russi a of 
the second, and Italy of the third. Although the present 
Indi an economic system does not include all the chara.cter-
istics of individualistic c apit alism, it has more fe atures 
in common with this system than with the other t wo. Hence 
the question arises whether the economic reconstruction of 
Indi a can be furthered by continuing; perhaps improving to 
a certain extent, the present system, or rather by veering 
over to Fascism or to State Sbci alism. To come to a r a -
tional conclusion it is desir able to discuss these three 
systems with special reference to India. 
United States of Pmerica ~Russia (U.S.S.R.) 
Indi a , Russia, and the United States of Pmerica -
these three countries -- have many economic fe atures in 
common. All three have a vast territory, rich in n atural 
resources; all three have a wide diversity of .climatic con-
ditions; all three h ave an immense population consisting 
or dirrerent racial and national stocks. For the welding 
or these divergent elements, .' the United States of America 
has adopted as an economic system individualistic capital-
ism, and nussia has chosen state socialism. India stands 
ready to make her choice now. Should her economy be fash-
ioned on the pattern or the u.s.A. or on that of the 
U.S.S.R.? Which of the two systems would bring her the 
greater benefit? 
· State Socialism Considered 
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Russia . set forth her policy of rapid industrializa-
tion by adopting the Five-Year Plan. Since every student 
of economics is familiar with the working of this Plan it 
is not necessary to describe it here. I shall only examine 
its advantages and drawbacks and consider whether it would 
be suitable to Indian conditions. 
Assets of State Planning 
One or the impor~an~ assets of state planning is the 
elimination of waste. Natural riches will be exploited in 
the light of long-range interests of all ~he people, and 
not for the purpose of enriching the few by hurried and 
wasteful methods of production. According to Soviet econ-
omists, there will be no suppression of invention, which 
under capitalism is debased to guard private profits at the 
expense of the general welfare; no indus~rial crises which 
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"periodically shake the economic order and throw 
millions of workers out of employment; no costly 
advertising, which increases the number of un-
productive occupations and drives vast numbers 
of persons to live beyond their means; no idle 
capital which is a useless burden for society to 
carry and which is the product of general econom-
ic inco6rdination; no technological unemployment, 
which places the costs of progress on the shoul-
ders of men and women least fit to bear them; ••• 
no struggle for world markets, which turns nation 
against nation, breeds economic rivalries and mil-
itary conflicts, and threatens to destroy civili-
zation in the holocaust of war.nl 
Anothe~ element of strength in economic planning is 
the attempt to organize an~ plan the work of science. The 
entire area of science is being carefully worked over and 
the appropriate research programs and institutes are being 
outlined and planned. 
Soviet planning is also significant because of the 
development of an increasingly intimate relationship be-
tween education and social planning. The Soviet School 
is more closely related to life. Both teachers and pupils 
participate actively in socially useful labour. The pro-
grams of the schools and colleges are derived directly from 
the calculated occupational needs of the country during the 
years immediately ahead. This relating of the school to 
. 
society makes of education neither a luxury nor .a frivol-
ity, but a necessary and serious function of the community. 
It is also the contention of the communists that one 
of their greatest assets is the superiority.u of the moral 
foundations of the order which they are endeavoring to 
1. Counts, Villari, Rorty and Bakes: Bolshevism, Fascism 
and Capitalism, p. 4o, New Haven, Yale University 
Press, 1932 
build. It is the object of the program of construction 
not to enrich the few but rather to improve the conditions 
of life of the many. 
"A great nation is organizing to abolish-poverty, 
to solve the proolem of unemployment, and to 
abolish the pauperism of sickness and old age; 
to reduce the length of the working day, to raise 
the standard of living ••• to wipe out illiteracy 
and superstition, · to make educational opportuni-
ties universal, and to orinf ar~ and science into 
the service of the masses.'' 
Under these conditions an honest appeal can be made to the 
people to bend their energies to the achievement of the 
program. 
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All of these factors working together have already 
produced a degree of earnestness and spiritual fervor among 
those elements committed to the revolutionary program that 
can be matched only in the more profound religious move-
ments of history. ~he critic may say that they are mis-
taken in their faith, but he can scarcely ques~ion their 
honesty and integrity. 
Liabilities of the Plan 
~~~~~~ -- --- ----
The revolutionary leaders who led the people against 
the Tsar were proficient in conducting the fight, but they 
knew little or nothing about building factories or managing 
industries. Thus the plan suffered for lack of men with 
technical training. Even when they sent out men to capital-
istic countries for training, the ~oviet authorities had to 
1. Ibid., p. 49 
face the difficulty of divesting these men of capitalistic 
notions they acquired while sojourning abroad. 
Another d1stinc~ 11ab1li~y is a certain tradition of 
inefficiency which seems to pervade the entire economic 
structure. Almost nothing in the Soviet Union is done 
smoothly and with dispatch. Transactions which should 
require nunutes take hours, and transactions which should 
be handled in hours may consume whole days. This dilator-
iness may be an admirable trait in many respects, but it 
is more suited to an agrarian than to an industrial civil-
ization. 
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A further liability of the Soviet plan is that the 
entire social and economic structure is permeated by an 
element of suspicion and distrust. On the side of the 
Communists there is a deep~seated fear lest highly placed 
members of the technical and mans.gerial staffs resort to 
sabotage of the program of construction. And while they 
have probably exaggerated and made political capital out 
of every attempt at counter-revolution, widespread conspir-
acies to wreck the plan of the new government undoubtedly 
have been uncovered. 
A £inal liability which must be reckoned with is the 
individualistic tradition of the peasant. Whether the vic-
tory of the Soviet Government over this tradition will prove 
as easy as it seems today remains to be seen. That the peas-
ant can be made to change not only his way of life but also 
his outlook upon the world in such a brief period would 
appear to be highly doubtful. 
A Critical Estimate of the Soviet System 
A close consideration of the assets and liabilities 
of ~oviet Planning brings to the surface certain important 
lessons. The first and foremost challenge of the Russian 
system is to the preconceived notion of the classical econ-
omists: Man is guided by self-interest. For a hundred and 
fifty years economists have said with ~high degree of con-
sistency that the only sound basis for the ,development of 
industry is private enterprise, and that the driving force 
back of private enterprise must be material gain. Soviet 
economists are striving to build on a radically different 
foundation. They maintain that man, if properly nurtured, 
will labour quite as strenuously and dependably for social 
as for private ends. Throughout the length and breadth of 
their vast educational system the Conmrunists ar.e seeking 
to mold human nature according to the collective ideal. 
Whether they will succeed or not is a question which only 
posterity can predict. That theirs is a much higher and 
nobler objective than that of the capitalist world today 
no one ean deny. 
Closely allied to the above objective is another 
gdal ' of the Soviets: to teach according to his need and 
from each according to his ability. 'l'he capitalist econ-
omy has emphasized efficiency as the determining factor of 
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the share an individual has in the national income. This 
has brought with it the problem of distribution. Human 
nature, today, is motivated. more by personal profit than 
by altruistic desire. The profit motive and efficiency 
have helped a good deal to increase production; whether 
it would be the same under any other economic order is a 
debatable point. 
Finally, a word or two must be said about the Russian 
experiment in planned economy. There are many virtues in a 
planned economy and the greatest of them is an attempt to 
co6rd1nate demand and supply. Under the competitive regime 
the guiding principle seems to be "each for himself and 
Devil take the hindmost.~ Everyone must find his partic-
ular place in society. To those that have, more is added; 
from those that have not, even the little they have, for 
no fault of their ow.n, is taken away. In a planned econ-
omy there is no place for exploitation - it is regime of 
cooperation; there is no race for existenc.e - each one has 
a place for himself. ~ut at the same time, from a purely 
rational point of view, whether one looks at planned econ-
omy from the point of view of production or from that of 
consumption, it is simply a ridiculous thing. In produc-
tion, tor instance, how indeed can pl~nned economy work 
in the midst of so many technological changes? The intro-
duction of a . single technological invention in production 
may upset the whole plan of production. Are we going to 
inaugurate new plans of production every time a . 
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technological improvement is made? If greater production 
and the comforts or lire depend upon technological changes, 
it is futile to obviate the effects of improvements in pro-
duction by crying a halt to their introduction. Similarly, 
from the point or view or consumption, planned economy must 
result in the rationing out of goods. In a word, there has 
to be a certain regimentation of life. The question before 
us is: Are we willing to forego individual liberty for the 
satisfaction or our few material wants? 
Is Soviet Socialism Possible in India? 
Casting a superficial glance at the present economic 
conditions in India, it would seem that no other system or 
economy would so well fit Indian conditions as the Soviet 
system. Just as the dominating industry of Russia is 
agriculture, so in India also agriculture holds first 
place; as the national · prosperity or Russia depends upon 
the diversion of the people from agriculture to .industries, 
so it holds true for India. India can learn valuable lea-
sons from Russia in overcoming the difficulties or indus-
trialization, such as the need for technically skilled 
labour, industrial environment, management, and capital. 
The conditions in both the countries are identical. The 
peasants in Russia sought relief in agriculture .by revolt-
/ 
ing against the Tsar and his system, and the same must 
eventually be the history of India. I am not advocating 
a revolution of the kind Russia had, but I find no solution 
281 
to the agricultural problems of India unless the parasitic 
class of landlords and certain native princes are wiped out 
' 
of existence. More about this later. Russia need not go 
out of her domains and wage capitalistic war to find a 
market for her commodities. The same is true of India; 
she can find an inexhaustible demand for her commodities 
in her teeming millions. Above all this, the traditions 
of India have emphasized more the spiritual side of life 
than 'the material, and hence it will be far easier for her 
to walk into the ~ussian philosophy of economic life than 
for any western country. 
But in spite of all these favorable comparisons, I 
shudder to suggest the Russian way_ of economic life as the 
ideal for India. For Russia, in order to attain her object-
ive, threw religion to the winds; the vacuum has been filled 
up by an economic ideal rather than by an ethical ideal. 
Truth, beauty and goodness are not only the highest ideals 
of ethics, but also of all religions, and hence of life. 
What does it profit India if she gains the material com-
forts of life and loses her time-honored religion? Some 
might say India need not throw away her religion but only 
make it subservient to the economic plan. But I doubt very 
much whether my countrymen would accept even t~is. A fur-
ther difficulty in accepting the Russian plan is that the 
revolution was an essential preliminary to the adoption of 
the plan. Although the economic conditions in India are 
at lowest ebb, for a long time to come there is not likely 
to be an economic revolution. ~olitical and economic 
conditions might synchronize and hasten the revolution, 
but still it is not an immediate possibility. The cost 
o£ revolution is great and it should be avoided 1£ eco-
nomic reconstruction can be brought about in some other 
way. Finally, the Russian system has committed itself to 
worship of the machine. 
''The accusation that the Hus sians are worship-
ping the machine . also contains an element of 
truth. They talk about machines and draw 
pictures of machines, and they go info ecsta-
sies at the sight of a new machine." 
Mechanized production is desirable in several ways, but · 
we should not forget the fact that where man and machine 
are co•workers, man is nothing better than a machine. He 
has no independent thought of his own; being in constant 
touch with the machine he acts and reacts like a machine. 
People, therefore, who have a creative genius and who are 
£ond of free will and action must find o~her scope for 
their capacities in the production of wealth. An artisan 
has a greater sense of independence than a mechanic or a 
£actory worker. 
Evaluation of Fascism 
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Italy before the war was not economically prosperous. 
Wages there were perhaps the lowest of all the European 
countries. Agriculture was in a decadent condition, while 
1. Ibid., p. 52 
strikes and sabotage were the hal~arks or industrial 
life. The roads and other means of communication and 
transport were in a poor state. 'l'he visible imports were 
considerably greater than the visible exports. The whole 
nation was at the threshold of complete economic collapse 
at the beginning of the depression. But today, on account 
of her material progress, Italy is considered as one of the 
important nations of Europe. Much of this economic pros-
perity is the outcome of the Fascist regime, and therefore 
it is worth while to see whether India can learn any valu-
able lessons from the Fascist econoll1iC system. I do not 
propose to describe the Fascist system; I am interested 
only in appraising it. Given the short time the system 
has been in existence, a definite verdict on it cannot yet 
be pronounced, especially as its beginnings have coincided 
with the world economic crisis. However, the following re-
sults have been accomplished: 
Economic Results of ~ Fascist System 
Strikes and lockouts have been eliminated, and innum-
erable labour disputes have been settled peaceably without 
a trace of bitterness. 
The condition of labour in the more backward and 
poorer parts of Italy is tending to attain the standards 
of more advanced parts. 
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During the first years of the Fascist reg~e, produc-
tion continued to increase in quantity and to improve in 
quality, both as compared with 1913 and with the years 
~ediately following the World War, before the develop-
ment of the new system. Unemployment is not great as com-
pared with other leading countries. Out of a total popu-
lation of 42,000,000 inhabitants the maximum unemployment 
in the winter months of 1931 was somewhat under 800,000. 
Moreover, there has been in the last eight or nine years a 
very considerable reduction in emigration, as compared with 
the years preceding the war and those immediately following 
it. 1 
Italy's unemployment policy is based on a measure of 
unemployment insurance combined with work of public utility 
calculated to increase the national income. Both the gov-
ernment and other public bodies make every effort to employ 
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as large a number of persons ·as possible on land reclamation, 
road-building, hydro-electric development, in order to avoid 
having a class of persons permanently unemployed. Land re-
clamation is of peculiar importance for Italy's existence, 
as the country has a comparatively small area of fertile 
land, and part of that land cannot be fully exploited on 
account of drought, flood, and malaria. The land reclama~ 
tion policy of the present Government is on a more system-
atic and coerdinated scale than that of its predecessor. 
The Government does not defray the whole cost of these 
· schemes. It carries out at its own expense only works of 
general public utility such as drai.nage, irrigational 
canals and roads, and advances loans on easy terms to the 
1. Ibid. , p. 105 
land owners for those works which are of some special in~ 
terest to their own properties. 
While reducing expenses, the Government has continued 
its policy of restricting borrowing abroad. Furthermore, 
numerous taxes were either reduced or abolished. All this 
was possible because the conscious aim and policy was: (a) 
to reduce the state's budget by reducing its functions; 
(b) to encourage rigid economy in all branches of govern-
ment. The government also handled the currency question 
very successfully. 
The most constructive policy of the Fascist regime, 
one might say, is the agricultural program, conceived in 
two chief phases, ''the battle of wheat " and systematic 
land reclamation. Mussolini appointed a Permanent Grain 
Committee, raised the tariff on wheat, exempted from tax-
ation gasoline used for agricultural machinery, ordered 
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the scientific use of wheat seed and fertilize.rs, made lib-
eral provisions for rural credits, developed the travelling 
government demonstrations and instructions in improved agri-
cultural methods, and instituted numerous prizes, campaigns 
and other types of propaganda. The first few years of bat-
tle showed little visible progress, but by 1929 ~t was evi-
dent that a significant advance was being made. The follow-
ing figures give the general results. 
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Wheat Crops, 1921 - 19351 
Five-year period Average annual yield per 
hectacre in quintals 
Total average 
yield in million 
auintals 
1921 - 25 11.5 53.9 
1926 - 30 12.4 60.7 
1931 - 35 14.7 72.7 
nThe average annual importation of wheat dropped from two 
and seven-tenths million tons in 1928 to one-half million 
tons in 1934. The total ·need of the nation is estimated at 
about eighty million quintals, a figure which has almost 
been rea~hed." 
Obstacles to Fascism in Italy 
One should not suppose that all this economic prog~ 
ress in Italy has been achieved without obstacles. The 
chief basis of the Fascist economy is syndicalism and cor-
porations; but it is not everywhere that the masses have 
joined the syndicates in the same proportions. Adhesion 
to the group has been leas marked in some cases than in 
others. In industry the membership of the association, 
both o~ employers and workers, has been larger than in 
other branches of economic activity. In agriculture and 
commerce, applications £or membership have been 1ess num-
erous, particularly in the case of small holders and small 
shopkeepers. Even in industries where associations are 
strong, a few attempts at evasion of the labour contracts 
1. Schneider, Herbert w: The Fascist Government of Italy, 
pp. 109, 110, New York, D. Van Nostrand Co., Inc., 1940. 
have been made by employers. There is also the ~urther 
di~~iculty o~ the syndicates ~ighting undesirable elements 
like ~ocialism and Communism. Since the ideologies o~ the 
two, Fascism and Communism, are poles apart, it is very 
dl~~icult ~or the syndicates to reconcile themselves to 
any element o~ Communism in them. Another difficulty of 
.Fascism is to find suitable men to act as presidents and 
secretaries of the syndicates. 
Fascist Economy as ~ Economic System for India 
There does not seem to be anything in common between 
India and Italy. Italy is very poor in natural resources, 
whereas India abounds in them; Italy is a small peninsula 
depending :for her prosperity on trade and commerce and the 
merchant marine, while India is a vast continent producing 
~oodstuffs and raw materials. As a rule, India's visible 
exports are greater than her imports; the reverse is true 
of Italy. Caste and religious distinctions are numerous 
in India, but they are negligible in Italy. At the same 
time, just as Italy looks today to State guidance and 
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State intervention in her economic life, similarly India 
has all along been dependent upon the State for promotion 
of her economic life. National economic discipline is the 
key to the present power and prosperity of Italy, and India 
today needs ~ good deal of this discipline. The physical 
and mental inertia which characterize the populace of the 
country cannot be dispelled by anything but coercive action; 
neither can one say that the power to coerce others is 
merely brute force. For it can be a form of human and 
social compulsion for individual good. Should India, then, 
adopt a totalitarian form of government to attain her eco-
nomic objective? 
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The answer is in the negative, and for two major rea-
sons; in the first place Fascist economy is ill-suited to 
India, and second, it is undesirable. 1t is ill-suited, 
because Fascism is definitely a system of class collabora-
tion. ~It rejects the idea of class and of contrast between 
1 classes. ~ The study of the social environment of India has 
shown us that class and caste distinctions are the important 
characteristics of Indian life. Whether they can be molded 
into one within a short period of time is very difficult to 
say, especially when the distinction between classes is other 
than that of occupation. Fascism is also ill-suited because 
of a great many regional differences. It is undesiraole to 
adopt the Fascist economic system in India because under it 
the individual is nothing but a pawn in the hands of the 
State; he has no .will of his own; he mus~ sacrifice his in-
terests to the interests of the State. If the State was a 
body politic free from party bias, having no other objective 
than the individual's welfare, perhaps it would be justifi-
able to control the will of the individual. Even then, one 
wonders whether the progress of society is not primarily de-
pendent upon the progress of the individual. '.l'heoretically 
1. Counts, Villari, Rorty and Bakes, op. cit., p. 111 
it may be possible to conceive of a state free from cor-
ruption and away from party influences, but in practice it 
has not been possible. If so, why sacrifice individual 
liberty tor the so-called common good? The primary needs 
of man are economic, and to obtain an irreduciole minimum 
of economic satisfaction he will accept almost any form of 
social organization - even totalitarianism. The necessi-
ties of life are the first demand; but let these necessi-
ties once be satisfied and the next demand is not for ab-
solute liberty, but for specific liberties - for the right 
of each .man to pursue happiness in his own way so long as 
he does not infringe on the equal rights of his neighbors. 
Hence it is doubtful whether Fascism will be ultimately 
successful as a political or economic order. 
Individualistic Capitalism 
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Capitalism, as we see it practiced in various demo-
cratic countries, is a halfway house between Anarchism and 
Communism, both of which have always been t~eories and have 
never been tried on a wide scale in any country. The only 
serious attempt made in working out c.ommunism in actual 
life was in Russia, which is today more in the nature of 
state Socialism than true Communism. Fascism and· Naziism 
are not a preconceived economic order; their economic pol-
icy is a by-product of some other objective. Thus Capitalism 
is the only working economic system; as such, it has been 
subject to a volley of criticism. It is much easier to 
criticize a working economic system than a theoretical 
one. Since everyone is familiar with the criticisms that 
are generally lodged against capitalism it may be worth 
while to consider the intrinsic values of this system 
rather than its defects. 
Intrinsic Values of Capitalism 
In measuring the values of any economic order, the 
first problem is to determine, so far as we may, its real 
ends and purposes. The prime question is what we as human 
beings may reasonably ask and expect of society, not only 
for ourselves, but even more particularly for our children 
and grandchildren. In attemp~ing to determine these f~da­
mental values~ our inittal consideration is method of ap-
proach. whatever values one may establish they must be 
those that relate to a vigo~ous, growing, and self-respect-
ing society rather than individual desires. The perpetua-
tion of society must concord with its vigorous and untam-
pered evolution. In determining the social values in an 
evolutionary process, individual judgment, one must admit, 
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is futile and untrustworthy, when compared With the accumu-
lated and instinctive biological wisdom of hundreds and 
thousands of years. The search fOI' social values must not, 
therefore, bring the product of one 1 s own individual desires 
and imaginations, but must lead one to determine as accurately 
as he can, from past history and present trends of mankind, 
those ooject1ves which are inherent in ~he nature of' human 
evolution. 
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No doubt the most precious possession of a nation is 
the idealism of its people, and the greatest loss a nation 
can suffer is the waste of this idealism in vain plans and 
vain efforts based on false and erroneous premises. The 
problem is not to plan the social millennium but, with 
Emerson, to "accept the universe, 11 and to do, from time to 
time, the reasonably good thing that can be done, rather 
than struggle vainly for an impossible perfection. 
If the search for fundamental human values from a 
strictly evolutionary and historical point of view is made, 
it can be clearly perceived that Nature recognizes no val-
ues except the value of racial survival. Her only test of 
fitness to survive is ability to do so. In this struggle 
for racial survival there is an instinctive compromise be-
tween the individual and the community. 
"The individual sacrifices the unessentials of 
individual liberty for the essentials of com-
munity benefits; and in the reverse direction 
the society yields the unessentials of social 
unity to the preservation of the essential val-
ues of individual freedom."l 
The race that too .2'far subordinates the individual to soci-
ety may gain temporarily in strength of common purpose, but 
loses, ultimately, through the stifling of individual powers 
of growth and development. 
Thus, which of the three '·t isms" will ultimately sur-
vive depends upon which one can best satisfy this social 
value -racial survival. If, then, evolutionary value is 
1. Ibid., p. 119 
measured in terms or national unity, the people who belong 
to that unity must have an abiding conviction that their 
social order is useful and worth while. ~hey can have 
this abiding conviction in their social order only when 
their primary economic needs and their desire for human 
liberties are satisfied. So long as their primary eco-
nomic needs are not satisfied they may even forego their 
desire ror human liberties, as is the case in Russia and 
Italy at present; but as soon as they are met, then the 
next demand is for liberty, not absolute but specific. 
In the political evolution this specific liberty is best 
preserved under a representative rorm or government. 
Where the responsibilities or popular government have been 
thrown upon people not yet ripe or trained for such respon-
sibilities, · the result has been the raising up of a crop 
of dictators. But even these dictators allege that the 
present government represents only a transitional stage 
towards an ultimate more popular ror.m. 
Ir, then, the democratic ror.m of government is the 
natural order for speciric or political liberties, the ques-
tion arises, What economic principles, economic liberties 
and economic restraints can have an enduring place in a 
democracy? It must be made clear here at the very outset 
that in economics, as in other realities, there are no ab-
solute blacks and whites. One must always deal with infin-
ite shades of gray and with infinite degrees of compromise. 
No one, today, will assert that a sound society should not, 
in one manner or another, protect all its members from 
destructive privation. The question is how far this pro-
tection should be carried in the direction of equality o~ 
economic reward regardless of equality of productive ef-
fort. No one, furthermore, will aver that all economic 
powers should be reserved to the state, or that there 
should be no economic restrictions on the individual. The 
question is wholly one of an effective and desirable bal-· 
ance between the two. 
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In determining the ultimate working-out of these sev-
eral compromises in democratic society, one is face to face 
once more with the fact that our measure of values must be 
an evolutionary one, and that one is concerned with what 
will and can be attained under the play and counterplay of 
human instincts, rather than with what pught to be accom-
plished according to one's own particular notions. It can 
be safely asserted that only those economic systems will 
have value and endure which are concordant with such dom-
inating and ingrained instincts; systems that are discord-
ant will, in due time, change or pass away. 
The application of this evolutionary value to actual 
economic £acts will more than convince any reader. For ex-
ample, the human instinct rejects the principle of equaliza-
tion of rewards. The Russian Government, having tried this 
principle in the beginning, has now introduced piece rates 
in factories to secure increased production. Again, one is 
not sure that equalization o~ rewards is a desirable thing 
and a cure-all for the present evils in society. The 
chief merit of individualistic capitalism lies in the 
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fact that it takes man as he is, with his powers and flaws, 
and tries to work out an economic .order which, though not 
perfect by all standards, is the best under given circum-
stances. 
Suitability of Individualistic Capitalism for India 
In so far as capitalism stands for individual initia-
tive and private enterprise, it is more in line than other 
systems with the present economic order of India. .Although 
India has lacked to a certain extent individual initiative 
in production and has always allowed the state to take the 
lead, it has been the home of private enterprise. Even in 
the days when the Village Community was strong, private 
enterprise figured most important in the economic life of 
the people. But there is a difference betiween private 
enterprise in india and the individualistic capitalism of 
the West. Furthermore, the individual enterprise of India 
under the supervision of the Village Communiliy did not lead 
to either unequal distribution of wealth among the people 
or to a wild hunt for markets at the point of the bayonet, 
as is un£ortunately the case with individualistic capitalism. 
If adoption of individualistic capitalism means an unequal 
distribution of wealth and the maintenance of an army and 
navy and air forces to fight imperialistic wars, surely India 
has to look in some other direction for a proper economic 
system. Furthermore, capitalism, as it functions today, 
means the investment of a large sum of money by several 
individuals in one industry. Imperative as is the need 
or indus~rial development in India; the possibility of the 
investment of wealth for the production of more wealth by 
private individuals is still remote. In the same way the 
initiative in the industrial development cannot all come 
from the people, as is the case in the capitalistic coun-
tries. For these various reasons the present form of in-
dividualistic capitalism is unsuited to India. Before it 
is adopted it has to be modified to a consideraule extent, 
in which case it may not be quite in the nature of individ-
ualistic capitalism. 
Gandhism 
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Gandhism is still not a recognized order of economic 
life. It has been preached a good deal in India by the All 
India Village Association and therefore needs consideration. 
The salient features or the system are: It is in favour of 
reorganizing and reconstructing the village industries. It 
is opposed to mechanized production on the ground that it 
leads to imperialistic wars; that it reduces man to the 
level of a tool or machine; that it induces man to attach 
false value to material things; that it brings about a con-
centration of population, and that it encourages maldistri-
bution of wealth and the like. It considers large-scale 
production a poison, only to be permitted under strict 
supervision of the State or some other authority, and only 
in certain key industries as, for example, the railways. 
It would make India as far as possible economically a self-
suppor~ing unit. 
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That there are many commendable points about Gandhism 
no one can deny. Imperialistic wars, unemplpyment, greed 
of material possessions, disp arity of soci el opportunities, 
overcrowding, and slum life are no doubt some of the results 
of mechanized production and are to be deplored. But the 
point remains that the machine is the sl ave of man r ather 
th~n his master. If man h as the power to create the machine, 
surely he·-h as the ability to control it. If work is drudg-
ery and it can be better done by the machine than by man, 
why not allow the machine to do it? ftly not employ the bet-
ter and higher faculties of man for something more construc-
tive and noble? If we h ave to go back to primitive methods 
of production because the machine brings about unemployment; 
if, in other words, the best way to create employment is to 
go b ack to nature, we might as well employ ourselves in the 
unending job that was given to the giant in the fabulous 
story of making a dog's t ail straight. Much, I think, can 
be accomplished in this world by changing human nature. 
The process, I admit, is slow, but it is sure to succeed in 
the end. Nothing is unmixed evil in this world; if there 
is a choice between t wo evils, one h as, of course, always 
to choose the lesser. It is still possible to have mechan-
ized production without its evils if we c an change htunan 
nature. 
India today receives manuf actured goods of various 
kinds from different parts of the world; if, therefore, she 
decides to develop her own manufacturing, she will be fol-
lowing a policy of n e_tionalistic, self-sufficient economic 
life. 
Nationalism or Internationalism 
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It is not the place here to enumer a te the arguments 
for or against n ationalism or interns tionalism. Nature h es 
not distributed her bounties in equel proportion over ~11 
p arts of the globe, that e ach n ation may develop industries 
for the s atisfaction of all its wants, and thus one country 
may be absolutely independent of all others. To whatever 
extent one may carry the policy of n ationalism, .there will 
always be ~ place for internationalism, without which it 
would not be e asy for us to s atisfy a gre at number of our 
wants. Thus, in advocating the policy of industri al devel-
opment, it is not my object to make Indi a economically a 
self-sufficing country. On the other h and, India should 
t ake an s.cti ve part in internat ional trade. Only such in-
dustries as cotton, iron and s t eel, and leather should be 
encour aged and developed in Indi a as are practic able owing 
to natur al advant ages, such as an abundant supply of r aw 
material , cheap power, sufficient supply of l abour, and a 
large home market. If we look a t the various imports into 
the country, we find that quite a number of these articles, 
such as cotton and cotton goods, chemic als, paper and 
pasteboard, wood and timber, fruits and vegetables, and many 
other articles, can very conveniently be produced e.t home. 
Similarly, other imports like machinery and mill work and 
precious met als might continue to be imported in return for 
our agricultur al products. My arguments for making Indi a an 
industri al n ation are not based upon the usual arguments for 
protection. I would even go so far a s to suggest that if 
India. is incapable of developing some of the defense indus-
tries, let her not develop those industries but r ather start 
those industries for which she has a natural e.dvant age. If 
we believe in international good will, we may never require 
defense industries. I think it is possible to develop na-
tional industries and e_t the seme time participate in inter-
national trade. The following passage for the scope of in-
dustrial enterprise in India is worth quoting. 
"The cotton and jute manufactures, already con-
ducted on a large sc ale, offer scope for still fur-
ther development. Sugar and tob acco are produced 
in large quantities, but both require the applica-
tion of the latest scientific processes of cultiva-
tion and manuf acture. Oil seeds might be crushed in 
India inste ad of being exported while cotton seeds, 
as yet imperfectly utilized, can be turned to good 
account. Hides and skins, now largely exported raw, 
might be more largely t anned and dressed in India. 
Again the woolen and silken fabrics manufactured in 
India are mostly co arse fabrics and there is scope 
for the production of finer goods. Although r ail-
ways make their own rolling stock they have to im-
port wheels and axles, tires and other iron work. 
At present steel is manufactured on a very small 
scale and the number of iron foundries and machine 
shops, e.lthough increasing, is capable of greater 
expansion. Machinery and machine tools have for 
the most part to be imported. Millions of agricul-
turists and artisans use rude tools which might be 
repl aced by similar articles that are more durable 
and of better make. Improved oil presses and h and-
looms should find a profitable market. Paper-mills 
and flour-mills might be established in gre ater 
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numbers. There are openings also for the manu-
facture of sewing machines, fire-works, rope, 
boots and shoes, saddlery hs.rness, clocks, 
watches, aniline and alazarine dyes, electrical 
appliances, glass and glassware, tea chests, 
gloves, rice, st arch, matches, lamps, c andles, 
soap, linen, hardware and cutlery. nl 
299 
This leads me to an allied subject: the policy of pro-
tection. Opinion is more or less unanimous in India tha t 
the country should be industrialized, but different views 
prevail as to how it should be done. The popular belief is 
that the easiest and quickest way to industrialize the coun-
try-is by protecting Indian industries and by embarking on 
a wholes ale programme of protection. Professor Vakil s e.ys: 
"We should have a policy of protection unhampered 
by any conditions, comprehensive in its applica-
tion, designed to develop industries l arge and 
small, existing and potenti al, both for the home 
and foreign markets, with a procedure which sha112 aim at a r apid industrialization of the country. ~ 
It is, therefore, my purpose to examine protection as a 
method for industri al development. 
Can Protection Develop Industrial Progress in India? 
The problem of protection is primarily a part of the 
general economic problem. And the economic problem for any 
society arises from the fact that while its ends e.re many 
and various, the tbne and the me ans at its disposal are lim-
ited. The essence of the economic problem for a society, 
1. Kale, Prof. v. G., Indian Industrial and Economic 
Problems, pp. 102,103; Second Edition (quoted from H. J. 
Tozer in his book "British India and its Trade"). 
2. Vakil, C. N. and Munshi, M.C., Industri al Policy of 
India, pp. 63-66, London, New York, etc., Longman Green 
Co., Ltd., 1934 
·--
therefore, consists in finding out which, ~mong the several 
alternative uses to which the time and the means at its dis-
posal can be put, will be the most economical or the least 
wasteful way of achieving some given end. 1 Thus, in consid-
ering the policy of protection, one has to keep in mind not 
only the end - industris.l development of the country - but 
also the means - the limited national income of the people 
Bnd also the time requisites for industrial progress. If we 
had unlimited means and time, protection perhaps would be 
the royal road _to economic prosperity. If in the pursuit 
of industrie.l development by me.sns of protective duties, we 
impose an unduly heavy sacrifice on consumers and neglect 
300 
the development of all other means for the increase of wes.lth 
and prosperity, we run the risk of sacrificing the end for 
the means. Hence, it is essentiel to see that proper balance 
and harmony is established between the cls.im of protection on 
one side and that of complementary policies on the other. 
Costs of Protection 
It is a commonplace that, for a while, protective du-
ties are also revenue duties. But when they begin to be ef-
fective in st~ulating the expansion or domestic output, cor-
respondingly reducing the importation of foreign goods, the 
revenue from customs duties begins to fall orf. Protective 
duties via higher prices effect a transfer or wealth from 
the consumer to the producer. 
1. Robbins, L., The NHture and Signiricance of Economic 
Science, Ch. 1 
"And since the ma jority of the consumers are poor 
and the producers a s s. rule are rich, and since 
the rupee has greater marginal utility for the 
poor man than for the rich man, protective duties 
serve to aggravate the existing inequalities of 
wealth in the conmnmity and thus to le ad aws.y 
from the point of aggrege_te maximum sa.tisfaction. n 1 
Protective duties are also responsible for reducing the size 
of the National Dividend, because by encouraging some indus-
tries &nd discouraging others they interfere with the free 
movement of land, labour, capital and enterprise and thus 
le ad e. way from the most advantageous employment of the fact-
ors of production. Tariffs also have a tendency to cre ate 
trusts and certels. This tendency is speci ally noticeable 
in the case of those industries where the economies of mass 
production are particularly gre s.t. The industries that are 
protected .or are stimulHted by protection acquire a sort of 
vested interest - an est ablished right, as it were, to a 
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disproportionate share of the n a.tionEJl income a t the expense 
of all other industries and tr ades that are not so protected. 
There is also the danger of protected industries organizing 
2 political pressure. 
In view of the various costs involved in protection, 
it was found necessary in the case of India to adopt a pol-
icy o£ discr~inating protection which I have already noted 
under the present conditions of India. ~ile it is desirable 
to continue this policy of discriminating protection, certain 
worth-while changes and improvements are necessary. 
1. Day, H. L., The Problem of Protection (Economic Problems 
of Modern IndieJ, pp. 362, 363; edited by R. K. Makenzie 
2. Idem. Re ad the entire chapter. 
The Future of Protection 
Protection should adopt a comprehensive plan of na-
tional reconstruction, which should embrace all sound eco-
nomic development as well as education and public health. 
When the Legislature has laid down the limits of a policy 
of protection, the Tariff Board should decide between the 
rival claims of the different industries ~nd also determine 
the limits of protection that Ci::l.n be granted to each of the 
several industries selected. The Tariff Board should en-
deavor to arrive at an estimate of the direct and indirect 
burdens imposed thereby on the people. A r ationel policy 
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of protection should also require that in every cese of pro-
tection the Tariff Board should visualize and st ate the time 
limits within which the protected industry would be expected 
to become efficient enough to dispense with protection. The 
Tariff Board should make an annual review of the progress of 
every industry under protection. To be able to discharge 
these functions in an able and s atisfactory manner the Tariff 
Board must, therefore, be composed of persons of the highest 
standing and ability. 
But protection in itself is not enough to develop in-
dustries; there are other methods which are· equally errective 
and these must be made the ec .G>nomic policy of' the n ation. 
What, then, should be the economic system for India? 
The present system of private enterprise should continue. 
But there ~hould be more and more industri al development. 
The initiative for v&rious kinds of industrial development 
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should come from the State. The State should not itself 
start and run the industries for the people, as is done in 
Russia; the State should show to the people the possibil-
ities of industrial development. For example, the possi-
bility of a bicycle industry: the v erious materi als required, 
the me.chines needed, how the capital can be obtained, the 
market for bicycles, and the like. The State should also 
aid the enterprise by helping it to r aise the necess ary c ap-
it al. Simil arly, State action of the kind exercised in cap-
it alistic countries - such as regulation of competition, 
wages, hours of work, distribution of dividends - will also 
be necessary. The St ate might also take a more active p art 
in the development of roads and r ailways; in furnishing 
means for irrigation works; and in sending out students to 
foreign countries to study various methods of up-to-date pro-
duction. The results of scientific research must be made 
more available to the industrialist, and new organizations 
to facilit ate direct access to foreign markets and to foreign 
centres of technical and industri s.l education should be active-
ly canvassed. If only the confidence of the people .in indus-. 
trial enterprise is once established, economic progress will 
gain momentum without any kind or help rrom the government. 
PART IV 
APPLICATION OF THE Ph~ 
CHAPTER XIII 
LARGE-SCALE INDUSTRIES 
Introduction 
If the economic prosperity of India is to be visual-
ized by the development of industries in the country, it is 
necessary to see that the essential factors for l aunching a 
program of the kind contemplated Rre present. The most im-
portant factors for the development of industries are "men 
with capital, business acumen, technical knowledge and ad-
ministrative capecity"1 and e_ l erge amount of capital. To 
put it in still simpler language we went (1) men with organ-
izing ability and the willingness to assume risk. Both these 
qualities are of paremount importance in the industri al world 
today. (2) It is also necessary to have men with high tech-
nical and industrial training to fill in verious posts of 
importance in industry. And finally (3) we went a l e.rge 
amount of capital to construct buildings, to buy machinery, 
and to meet the d ay-to-day expenses gener elly known a s work-
ing capital. We shall now see whether these fs.ctors are 
present in Indi a and, if not, how we can manage to obtain 
them. 
Does India Lack Men of Industri al Le ader~hip? 
The importance of properly qualified le aders in indus-
try c an hardly be overestimated. 
1. Round Table, December, 1916, p. 33 
"Organiz ation, direction, co8rdination and knowledge 
are as essenti al to modern industry as they 2re to 
a modern army. The industri al army is always at 
war with Nature. If it is to maintain its p ace in 
the van with the industri al &rmies of the other 
progressive countries, it will depend not only on 
the n atural qualities of its r ank and file and on 
the good feeling between t he r ank and .file and the 
directing st a.ff but also on its stB.ff work, on its 
equipment being maint ained at the highest pitch, on 
new developments being c arried through, new ideas 
and inventions sought and welcomed, on the collec-
tion of det ailed and worldwide information on trade 
and industry, and on the co8rdination of all the 
directing forces of the n ation, political, indus-
tri al and scientific, fin ancial, both to secure the 
utmost internal development and to conduct the 
Str ategic penetr ation of foreign markets. In a 
wqr d, it will depend on the brains, ad apt abiyity, 
and hard work of those who direct industry." 
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It is for capt ains of industry possessed of all these attri-
butes that modern Indi a is waiting. 
It may touch our pride if we admit that in spite of 
the great industrial progress of the early 20th century, 
there is a dearth of properly qualified men to t ake the 
le adership of industry. As has been rightly noted above, 
the qualifications for industri al leadership are not only 
intellectual but also moral, combined with an aptitude for 
hard work. Seldom do we find a person who h as all three 
qualities; if he is intelligent he is not diligent; if he 
is both intelligent and diligent he is not mor al. In this 
connection H. R. Soni obse~ves, 
~Taken all around, it ~eems that comp any promotion 
and management in India h as fallen to the lot of 
a set of men many of whom may justifiably be des-
scribed as crooks of the lowest order of intelli-
gence, whose only qualifications are a sharp wit 
and the2eccident of birth in well-connected fam-ilies." 
1. P.ill ai, Economic Conditions in Indi a , p. 186 
2. Soni, H. R., Indi an Industry and Its Problems, pp. 207, 208 
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Pillai in his book on "Economic Conditions in Indi a" concurs 
in the above view by s aying, "The supreme need of the coun-
try is for managers and foremen, for pioneers and entrepre-
1 
neurs." There is also an unconscious note of desp air in the 
suggestion of the Fiscal Commission that, for a. long time to 
come, we shall have to look to the foreigner for the intro-
duction of the newest ideas and for instruction in the econ-
omies of mass production. 
But there is no re ason to be pessimistic about it. 
These conditions are the herit age of our p~st, when the 
shackles of the ce.ste system were still unbroken and when 
it was only those who f ailed to get a government service 
tha t made a half-hearted attempt to float an industrial cor-
poration. Under such conditions, when the best brains and 
men of char acter were not attr s.cted towe.rds inductry as a 
career, there was a good deal of mismanagement and corrup-
tion. It is good, no doubt, to keep these valueble lessons 
in mind as s e~eguards for the future, but let us not cry over 
spilt milk. Rather, let us look to the crop of young men and 
women that ere being turned out by our universities, who are 
re ady and willing to undert ake the responsibilities of indus-
trial le adership. To quote ag ain Pi11ai in this connection: 
11 With the increasing spread of economic and general 
knowledge with which the ve.rious colleges and uni-
versities are now concerning themselves, there is 
room for the confident expect ation that this . defect 
in India 's industrial equipment will be remo~ed at 
a not very dlst c;.nt d e.te, and tha t the country will 
1. Pill ai , op • cit. 
produce the re.ce of business men it needs to 
direct End control the course of its economic 
development. The present interest in industries 
will gradually attract to them the brains end 
the talent which are now seeking avenues of ac-
tivity in politics and the learned professions, 
and the problem will solve itself along with the 
growth and multiplication of organization for 
large-scale production. nl 
It is becoming increasingly difficult for college men to 
find employment in government service and n B.turally their 
eyes h eve now turned towards business and industry. In 
India today there are hundreds of young men with intelli-
gence, diligence and initiative willing to undert ake busi-
ness as a c areer provided they are · given a certain degree 
of encouragement through capital supplied them. 
Men with Technical Training 
It is just as import ant for a country that wants to 
develop her industries to h ave technic ally tr ained men as 
it is to have men of organizing and enterprising ability. 
Unfortunately, in India there is e scarcity of these men 
also. The reasons for this are not far to seek. 
Causes for the Scarcity of Technicelly Tr ained Men 
A striking feature of most of the l arge-scale produc-
tion in India is th.ey l e edership in it has ·been t aken by 
foreigners. These men not only invested their capital but 
brought along with them a. body of skilled men. Again, even 
when the l erge-scale industries h e.d been est B.blished by 
1. Ibid., p. 187 
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Indians, PS in the case of the cotton industry, skilled men 
hs.d to be sent for from abroad. Moreover, Indian young men 
were not anxious to engage in industries so long as lucra-
tive jobs were awaiting them in government service, or in 
professions like medicine, law und the like. The too lit-
erary character of the Indian educational system is also 
partly responsible for the condition described. There is 
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also "A hereditary and rooted aversion to manual work in the 
higher castes in India and they would not work with their 
1 hands like people of the lower grades in society." Even 
when Indians were technically trained, the Europeans did 
not care to employ them in their industries, partly on ac-
count of racial prejudice and partly on account .of their 
stiff-necked nature. The impractical nature of technical 
education imparted in technical schools and colleges has 
also been responsible for the scarcity of properly trained 
labourers. 
But tode.y, as e result of the gradual economic devel-
opment of the country, there are technically trained men of 
various professions. Furthermore, the snobbishness with 
which .a technically trained man regarded manual work has al-
most disappeared. Even graduB.tes of the liberal arts ere 
willing to accept any kind of job. The economic and social 
forces that are now e.t work in India are loosening the rigid 
fetters of c aste, and the disinclination for hard physical 
1. Kale, Indian Industrial and Economic Problems (2d Edition, 
Madra.s, G h . Nateson &: Co., l9l2) p. 265 
labour which char B.cterizes certain sections of society is 
1 being speedily overcome. Furthermore, we should not for-
get the feet that technical education does not give birth 
to industries. It 'follows their inception. As things are 
at present, for the l ack of industrial development there is 
unemployment r ather than scarcity of employment &mong tech-
nically trained men. But there is much to be done for the 
improvement of industrial education and tr aining. 
Improvement in Industrial Education and Training 
The complaint everywhere is that the products of the 
techniC 8~ colleges are all right so f ar as mere theory goes, 
but in practice they are no good. The suggestion that on 
completing their courses at college they should spend at 
least t wo ye ars in a mill or f actory and there undergo prac-
tical training and acquire experience is eminently valuable. 
F actories and mills are, no doubt, conducted upon business 
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principles, but it would not be too much to expect even of 
European employers of l abour that they should make some con-
cessions in f avor of trained Indi ans. Students for technical 
institutes should be recruited from the children of persons 
alre ady employed as mill h ands in pl aces like Cawnpore, 
where there is a class of heredit ary mill workers growing up 
now in the third snd fourth gener ations. Schools should be 
stHrted for children of this cla ss e.nd the most promising 
among them should be selected for college educ ation. This 
1. Ibid., p. 27 2 
would be in keeping with the conditions in England: 
.. 60 per cent of the heads of private manuf acturing 
business owed their position to their own efforts 
end they had begun life in the lower economic 
ranks. In a cotton spinning district it was found 
that 15 per cent of the managing directors, 42 per 
cent of the mill managers, and 67 per cent of the 
assistant managers came from the working class 
families or families with incomes about thl s ame 
as those earned by the operative clHsses. u 
The wisdom of awarding state technical scholarships to young 
Indians to enable them to proceed to England or to some other 
country for study is much to be commended; but since some of 
these students on their return do not find suit a.ble employ-
ment, only those who have already obtained the technical 
educ ation available in India should be sent abro ad. In the 
opinion of some, the money spent in foreign technical schol-
arships would be better utilized in this country if provi-
sion is made in an Indian technologicsl institute to impart 
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the higher . training. One of the gre at difficulties of tech-
nical education is to combine theory with practice; the tech-
nical schools may impart the best theoretic al knowledge, but 
unless it is put to actual use in some factory it is of lit-
tle avail. To overcome this defect some of the technical 
schools are now att ached to the great industrial centres; 
as, for example, the Jamshedpur Technical School. This prac-
tice should be extended to other industries, like the cotton 
industry. Since the railways are now owned by the St ate and 
afford infinite scope for the training of young men in various 
1. Ibid., p. 270 
cap acities, aa engineers, permanent way inspectors, signel 
inspectors, erectors, and so forth, arrangements should be 
made with the railway authorities for the practical tr ain-
ing of technically tr ained men. 
Alre ady there are signs of both the Europe an and 
Indian employers opening the doors of their industry for 
the practic al tr aining of technical men. The outlook, on 
the whole, is eminently encouraging and one need not feel 
disappointed or show imp etience if the results are not as 
bright as one h ad anticipated. 
Improvement of the Conditions of the Factory 
- --r;e_bourers 
Efficiency in production depends not only upon the 
organizing and directing ability of the orge_nizer (though 
his role is of supreme import ance), together with the use 
of the most uo-to-date and labour-saving devices and tech-
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niques, but also on the quality and skill of l a.bour. It has 
been pointed out while surveying the condition of the f actory 
l abourers in Indi a that they are most inefficient. Mere in~ 
dustrial development of the country on modern lines cannot, 
in itself, bring the much needed relief to the country; 
Indi a has to be in tune with the progressive industrialized 
countries of the world. If Indian-made goods are to find 
their place in the international market, the cost of goods 
and therefore of production h as to be low, and this can be 
achieved only through efficient methods of production. 
Since wages form the greater percent B.ge of the cost of pro-
duction, it is of utmost import ance that the quality end 
skill of the l abourers be of the highest grade. 
Time was when Indi an f actory labour was in the nature 
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of the "swallow, 1" moving to and fro between agriculture end 
industry as farming conditions fluctuated. This migr atory 
h abit h ad both its advant ages ~;;~.nd dr e_wb ecks; edvent ages in 
that it enabled the l abourer to recuper ate his health and 
energy by flying away from the dreadful conditions of fac-
tory life; disadvant ages, in that the skill which the l abour-
er ac quired in handling machines suffered through these con-
stant intermissions. But today there is a permanent body of 
men end women who look upon the mills as not only their life-
time job but one which can be p assed on to their children as 
a kind of heritage. Under these circumstances it is very 
essential that the housing conditions of the l abourers should 
undergo revolutionary change. It is good to keep Prof. f. lfred 
Marshall's words in mind in this connection. 
The various kinds of Factory Legislation h ave done 
much to improve the working condi tions of the f actory l abour-
ers. Close vigil a_nce in enforcing these acts is necessary 
not so much in the re ally l arge-scale industries, like iron 
end steel or cotton, as in small f actories. It is in these 
small f actories or workshops that conditions are f ar from 
s atisfactory. With the rapid industrialization of the 
country there will be more ~;;~.nd more scope for the development 
of such f actories; hence they must be very closely controlled. 
The rela tion between the higher standard of living and ef-
ficiency of work is familiar to all students of elementary 
economics. In the words of Mr. Willi am Archer, the Indian 
l abourer h as to be t aught 11 to want more wants. 11 The spirit 
of divine discontent must t ake possession of his mind. 
These will bring about a longing for a higher st andard of 
comfort: "It is in quickening this sense of better comfort 
and a better st andard of life that the salvation of the 
Indian working class lies."1 It is impossible to envisage 
the workers enjoying a better st andard of life without a 
rise in their wages. The f actory mansgers are rather re-
luctant to raise wages lest the cost of production go up. 
But if a rise in wages is accomp anied by a higher standard 
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of living and consequently greater efficiency, there is not 
much ground for this fear. Reduction in the number of hours 
of work is also necess ary to increase efficiency of the work-
er. Long hours do not necessarily me an greater or better 
output. By introducing scientific man agement, motion study 
and other devices to help labour, the output can be increased 
enormously in spite of the curtailment of hours of work. 
Coopere.ti ve credit and purchasing societies, and other 
methods to help the l abourer stretch his rupee as f' a r as pos-
sible over expenses, will also aid in improving his condition. 
There are some economists who seem to think that the unioni-
zation of l abour is the cure-all for present h undicaps of 
l abour. The efficacy of this remedy is much to be doubted. 
1. Pillai, op. cit., p. 247 
For the study of l abour unions and their activities in other 
countries, like Pmerica, h as given much food for reflection. 
There can be very little progress in industrial output if 
the l abourers and the manB gers are matched one against 
another as combat ants. Labour disputes and strikes in 
Indian f actories, though rel atively few, have not only de-
creased the national income but h ave produced a wrong indus-
tri al mor ale. A spirit of collaboration r ather then of en-
t agonism will go a long way to bring a better feeling be-
tween workers and employers. Innumerable other remedial 
me asures, like unemployment benefit f acilities, recrea tion, 
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improvement in diet, and the like, can be benefici ally ap-
plied. But t he greatest need of f actory l abour is educ ation. 
Very little can be done except through night schools, so f er 
as present factory workers are concerned. Our hope lies in 
the future gener atio~. Prof. V. G. Kale rightly remarks: 
1
''Till we have s atisfactory mass education in India, 
and opportunities are placed in the way of all to 
. develop their n atur al f acilities and heredit ary 
skill and inclinations, our i~dustri al progress 
will be materially h ampered. t~ 
A thesis of this n ature is too brief to go into ectuF. l de-
t ails as to how these v arious measures can be c arried on. 
A stream of ink h as flowed on this subject from the pens of 
many eminent Indian economists and various Labour Commissions. 
One h as only to consult these books if he is really inter-
ested in the subject. 
1. Kale, op. cit., p . 271 
Cspit Hl Requirement 
The crux of the problem of industri a l development in 
India is c apital. As has already been seen in the chapter 
on ""Financi al Orgi:i.nization," indigenous capital ha s not been 
forthcoming in an amount commensur ate with the need of r apid 
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economic expansion of the country. Such progress as h as been 
made in the est ablishment of large-sc ale industries is the 
result mainly of foreign enterprise. It would t ake c0nsid-
erable time before the conf'idence of the people is est ab-
lished and financial institutions could be organized to 
mobilize s avings for industri al enterprise. The investment 
of foreign capit al in India is looked upon askence. The prob-
lem, therefore, that confronts us is whether Indi a should wait 
until her own capit Bl is forthcoming for industrial enterprise 
or be willing to invite foreign capita l. This in turn le ads 
us to the question whether we should use forei gn c apit al or 
not. 
Advantages of t h e Use of Foreign Capit al 
Adv ent ages of the use of foreign capit al were examined 
by the Fiscal Commission, and on close scrutiny they came to 
a favour able conclusion. Their main arguments were: 
{1) 
{2) 
"It is, on the whole, the forei gn· capit alist ··,who 
imports into the country the technic al knowledge 
and the organiz a.tion which are needed to give an 
impetus to industrial development. 
11 It is to him that we must look l argely at first 
for the introduction of new industries and for 
instruction in the economies of mass production. 
(3) "By admitting foreign capital freely, India ad-
mits the most up-to-date methods and the newest 
ideas; and she benefits by adoptin~ those meth-
ods and assimilating those ide as. • 
To these, other advant ages may be added: 
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(4) Foreign capit alists have in meny instances t aken the 
risk of pioneering new industries, and that in spite of many 
difficulties, such es those of climate, the distance, and 
the want of exact knowledge of the country in the e arlier 
periods. 
(5) Foreign c apit s.l is also responsible for stimul ating 
the d esire of the people for more industries: 
"If today there is a strong volume of opinion in 
f avor of a rapid policy of industrialization in 
Indi a , this is in some me Bsure a t least due to 
the object lesson2set by the achievements of the British pioneer." 
(6) Another v aluable advant age of foreign c apit al in India 
is that it h as cre ated the necessary industri al environment. 
But for foreign c apital it would not h ave been possible to 
find so many technicisns, mechanists, and foremen in the 
country. 
{7) The country has benefited as a result of the incre ese 
in the n ational income. 
The Drawb ~ cks of Foreign Capital 
Foreign c apital may be employed in a country in two 
ways: it may be borrowed by the people to develop their 
1. Report of the Indi an Fisc al Commission, 1922, p ar. 289 
or p. 158 
2. Pillai, op. cit., p. 284 
country's resources, or it may be employed by foreigners 
themselves for these purposes. It is in the latter c ase 
that the dis advant ages stand out more prominently. (1) 
If industries are established in a country by foreigners, 
the profits necess arily leave the country; so that the 
only advant age is the wages received by the Indian coolies 
for their bodily l abour. 1 (2) In the mining and forest 
industries, it is tant amount to exporting the l and itself. 
So keenly is this loss felt in the country that there a.re 
not wanting men who advocate that no mining be undertaken 
in India till the indigenous concerns are able to t ake on 
the entire work r ather than h ave the industry run as now 
by foreign c apit ~lists. (3) Foreign c apit al is also preg-
n ant with dangers of the first magnitude to the social and 
political tranquility of the country. In support of this 
st atement one has only to glance through the history of 
foreign capital in China and in Africa. Foreign c apital 
has not only emphasized raci al inequality, but has been a 
stumbling-block in the way of national independence. 
'"In their ze al to sa.feguard their interests, the 
representatives of foreign capitalistic inter-
ests have walked str aight into the political 
arena in2a spirit of unfriendliness towards the nation. 11 
{4) The relations of capital and l abour, even when two 
forces meet on terms of raci al equality, are far from sat-
isfactory under modern capitalistic control of industry; 
1. Kale, Indian Industri al and Economic Problems, (Second 
Edition), p. 156 
2. Soni, Indian Industry and Its Problems, p. 219 
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and in India they are likely to present a. formid able prob-
lem when in addition to other issues, r aci al animosities 
enter into disputes between employer and employed. 
The problem of meeting the c apital requirements of 
the country is thus an insoluble one. Indigenous capital 
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is shy end the investment of foreign c apit al is beset with 
many disadvant ages. How is it possible to get out of this 
dilennn a.? We must face the facts. It is true that for some 
time to come Indian capit al will not be forthcoming in l arge 
quant i ties for industrial undert akings; and it is also true 
that in the meanwhile we shall h ave to depend upon foreign 
c apit al. It is possible, .however, to .avoid the d angers of 
investment of foreign capit al both direct and indirect 
through proper control and regul a.tion. In laying down these 
regul ations or exercising control, one cannot be very strin-
gent, bec ause it should be re a.lized that the .floreigner is not 
over-anxious to invest his savings. Of all things, money is 
the l ast a person likes to p art with; he is interested in the 
safety of his investment and a steady increment from it. 
These ere the two essential conditions to attract investments. 
If Indian industries can show the foreigner that his invest-
ments are s afe and are cap able of giving a f air but sure div-
idend, it should not be difficult to attract c apital, direct 
or indirect, from foreign countries. We shall accordingly 
study the conditions under which both direct and indirect 
capital c an be attracted into the country. 
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Direct Investment of Forei gn Capi tal 
If proper negotiations are made with industri a l es-
.. 
tablishments of interna tional reputation, such as, for in-
st ance, Ford Company or General Electric Corporation, either 
direct or through the government of the countries in which 
they are situated, to establish their branches in India on 
t he terms l a id do wn below, it ought not to be difficult to 
obtain their cooper a tion. In some inst ances it may be even 
possible to float an entirely new corporation to st art in-
dustrie s in India. As st ated before, t h e investors in the 
industri ally advanced countries are constantly looking out 
for an opportunity to invest their savings. These days the 
possibility of floating new corporations in their o~n coun-
tries is very limited. Instead, therefore, of allowing their 
s avings to lie idle or to earn a small r a te of interest in 
their o wn country they would be only too g l a d to invest them 
in fore i gn countries. Provided t hey are willing to a ccept 
our invit ati on they may be allowed to op erate under the con-
ditions l aid down below. It mHy be also a d ded here tha t ·in-
stea d o f favoring any one country for the establishment of 
t h ese industries, it is good to i nvite different countries. 
This measure would not only elimi n at e the danger of politi-
cal domina tion on the part of forei gn capital, but would also 
enable India to benefit by the experience, skill and tr a ining 
of different countries. 
Conditions under which Foreign Corporat ions 
May Be Allowed to Oper a te in India 
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Direct Investment or Foreign Capit al 
If proper negoti s.tions sre made with industri al estab-
lishments of international reput ation, such as, for inst ance, 
either direct or through the government or the countries ·in 
which they are situated, to est ablish their branches in 
Indi a on the terms l aid down below, it ought not to be dif-
ricult to obt ain their cooper ation. In some instances it 
may be even possible to rloat an entirely new corpor ation 
to st art industries in Indi a . As st ated before, the invest-
ors in the industri ally advanced countries are constantly 
looking out for e.n opportunity to invest their savings. 
These d sys the possibility of floating new corporations in 
their own countries is very limited. Instead, therefore, of 
allowing their s avings to lie idle or to e e.rn a small rate 
of interest in their own country they would be only too gl e_d 
to invest them in foreign countries. Provided they e.re will-
ing to accept our invit ation they may be allowed to opera te 
under the conditions l aid down below. It may be also added 
here that instead of f avoring any one country for the est ab-
lishment of these industries, it is good to invite different 
countries. This measure would not only eliminate the danger 
of politic al domination on the p art of foreign capital, but 
would also enable Indi a to benefit by the experience, skill 
and tr aining of different countr~es. 
Conditions under which Foreign Corpor ations 
May Be Allowed to Operate in Indi a 
(1) The maximum dividend they can earn should be l s id 
down by law, which should not be more than the average divi-
dend earned by a like industry in their own country. If no 
such industry exists, it should not be more than six per 
cent, or some other percent age that the legislature thinks 
desir e.ble. 
(2) There should be a provision, as in the c ese of 
railways in Indi a , for the shares to be bought by Indians 
efter ~ certa in number of ye ars. 
{3) There must also be provision for the tr&ining of 
t h e IndiHns in industries. 
(4) A~l matters of det ail as to s alary, conditions oi' 
work, and the like, should be under a competent body appoint-
ed by the Indi an legisl ~ture. 
(5) From the surplus profits, if any, a~ter dividends, 
reserve requirements, end other expenses h ave been met, a 
certain percent age should go as a bonus to the workers; the 
remainder to be kept in the state chest. 
(6 ) The direct investment of foreign C&.pital should be 
allowed only in the pioneering industries. If l ater the 
Indis.ns follow in the s ame footsteps, they should be allowed 
to invest under the s ame conditions. 
It is difficult to state in det ail all the conditions 
allowing for direct investment of foreign Cf.,pital. Instead 
of deb arring entirely the intervention of foreign funds, the 
exercise of some well-thought-out control and regul ation 
will be of more benefit th&n h erm to the country. 
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Indirect Investments of Foreign Capital 
Indirec.t investment of foreign CPPi tpl is the srune in 
principle as the selling of debentures abro ad. This seems 
to have found favor in the sight of many Indi an economists. 1 
But it b ps a number of dis advantages. 
Disadvs.ntages of Indirect Investment of 
Foreign C api t a.l 
In the first place, it is difficult to a ttract an e_de-
quate amount of c apit e! by this method; for the foreigner 
will not invest unless he is certain of a return on his in-
vestment. In the c ase of direct investment, the men egement 
of industry is in the hands of people who are known to him, 
or at le sst in whom he has confidence, but in the case of' 
indirect investment, he is b ending over his money to a 
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foreigner a.bout whom he knows little. It is only in later 
stages, when an industry is well est ablished and enjoys in-: 
ternational reputation that it may be possible to raise money 
by this method. But ours is an immedi ate problem for c apital. 
Second, if the enterprise is successful it is well and good; 
but if it unfortunately f ails, who is going to meet obliga -
tions? If the government guarantees the r a te Qf interest, 
which probably will be the c ase - otherwise how can suffi-
cient capit al flow into the country? - will the people be 
penalized by additional t axes for the folly of a few inef-
.. 
ficient industri alists? Third, the t a sk of "importing tech-
nical knowledge and organiz ationn will f all on the shoulders 
1. Pillai, op. cit., p. 285 
or the Indi ans themselves. Whether in the initial stages 
it can be done competently by Indians is a doubtrul propo-
sition, without derogation to the ebility or Indians. Until 
the industrial environment is created in India, it would be 
dirricult ir not impossible ror any Indian to give the right 
kind or le adership. 
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But these remarks should by no means serve to discour-
age the indirect investment or roreign capital. Where pos-
sible on the credit or the government, roreign loans should 
be raised ror the est ablishment or industries. They are also 
or great help in financing the cottage industries, a subject 
which we shall discuss a little later. 
Indigenous Capital 
So far our discussion has ·been mainly confined to the 
merits and demerits of th~ use of foreign capit al in indus-
trial enterprises in India; but we must now turn our atten-
tion to the organizing or indigenous capital. In order that 
India may derive the rull benefit of economic development, 
she must have and invest her own capit el. It has been 
pointed out in the chapter 11 Financi al Organization" tha t 
there are unexplored capit al resources within the country, 
and all tha t is required is th~ art of tapping these sources. 
In order to attract indigenous capit al, cert ain conditions 
are necessary. 
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Conditions for Attracting Indigenous Capital 
(1) The re~stablishment of the trust and confidence 
of the people in the joint stock enterprise. The failure 
of the joint stock enterprise in India during almost every 
generation h as shaken the confidence of the people. It c an 
be restored only by sound reorg&niz ~? tion and csp able manage-· 
ment of the joint stock enterprise. The Indian Companies 
Act has taken a step in the right direction to remove pre-
vailing evils. 
(2) Illiteracy and ignorance have also contributed 
their share to increase the hoarding habit among the people. 
'I'heir remov al will go a long way to fight the present shy-
ness of indigenous capital. 
(3) The need of industrial banks. The present finan-
cial institutions are inadequate to meet the demand for in-
dustrial capital. They have been developed on the lines of 
the financial institutions of England. But conditions in 
India are different from conditions in England. 
"Bs_nking and industry have not been so closely 
associ ated in England; for the reason, among 
others, that the imperative necessity which 
has led to such a cooper ation in other coun-
tries was largely absent in this country. 
From its very inrancy, British industry grew 
wealthy and powerful and depended largely on 
its own resources."l 
Thus there is a great need for a special kind of banks -
the kind that exist in Germany or Japan - to mobilize in-
digenous capital for industrial purposes. 
1. Ibid., p. 294 
(4) Industrial banks should have the support of the 
State. The participation of the State in these undert ak-
ings will serve a twofold purpose: it will at once inspire 
the confidence of the public, and be a sort of guarantee 
against corruption and incompetence. 
General Features of the German Industrial Banks 
The industrial bank of Germany examines the prospects 
of new industrial projects through its staff of expert ad-
visers, so that no unsound and h azardous proposition will 
be put before the public through the bank; thus the d angers 
arising out of the initial mistakes in the organization of 
new industrial concerns will be reduced to the minimum. To 
further inspire confidence among the people the banks buy a 
certa.in number of shares. The banks are also represented in 
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the management of these concerns, thus insuring a high stand-
ard of integrity and efficiency. These banks also float new 
companies and underwrite issues. The prices of shares in 
concerns in which the banks are interested are regulated by 
them by buying them when they are unduly at a discount, or 
selling them when they appear unduly high. 
In Jepen, in addition to these f'actors, the banks have 
the prestige of the State behind them. The bank is under the 
control of the Government, which holds a considerable portion 
of the share capital and appoints the directors; and its func-
tiona include among other things advances on the security of 
shares of' companies; the business of a trust comp any; ad:vence 's 
of loans on the mortgages of railways, f ectories and mines. 1 
Elimination of Promoters 
Besides other advantages that have been already noted 
about these banks, the German industri ~l banks h ave the fur-
ther advantage of eliminating the private company promoter. 
It is not my contention, however, tha t a company promoter 
never fulfills an economic function; on the other hand, I 
believe tha t he is s valuable link in the economic develop-
ment of the country. But some company promoters have a long 
sta ke in the company tha t they flo at s.nd hence abuses must 
be properly controlled. G. K. Pownall rightly remarked in 
his address.: , 
"Company promoters do not exist in Germany, and 
in England they have, as a body, done great h erm 
by their action as intermediaries in converting 
private concerns into public companies. The com-
pany promoter exists to induce the public to take 
shares in a priv ate concern which he is turning 
into a limited li ability company and, as e rule, 
his personal interest is to inflate the issued 
capital of the new concern to his ovm personal 
profit, without regard to its future welf are. 
This ~s a serious public evil, and dema.nds a rem-
edy." . 
Under the German system, a body of industrial experts and 
highly trained business men has t aken over the functions of 
the private promoter - people who are able to give a highly 
intelligent examination to all schemes put before them. 
The German banking s ystem has been the general st arr 
327 
of German industry and, had it not been for this combination 
1. Ibid., p. 298 
2. Pownall, G. H., Ina.ugural address to the Institute of 
Bankers, Nov. 8, 1916 
of the financier 8nd captain of industry, GermP.ny would not 
have attained her high level of business efficiency and her 
successful industrial leadership. India would do well to 
follow suit. 
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While it is advantageous to copy the models of Germany 
and Japan in developing industrial enterprise in India, we 
should not be blind to certain pitfalls. The German banks 
have been criticized for their permanent assumption of large 
risks on the basis of their deposits. Our industrial banks 
would therefore do well to use only share end debenture cap-
ital and long-term loans for industrial finance, and not tie 
up short-term deposits in that part of their business. The 
system of industrial banks and the present interest that the 
State is taking in financing industries should go a long way 
to meet the various capitalistic needs of the country. 
CHP_FTER XIV 
COTTAGE INDUSTRIES 
In denominating the place of cottage industries in 
the economic reconstruction of the country, sentimentalism 
should yield to rationalism. The innumerable cottage indus-
tries that are mentioned by Professor Radhakamal Mukerjee 
and others fulfilled their purpose effectively in the self-
sufficing stage of the Indian villages. But a revolution 
has taken place in Indian economic life, and the question 
arises whether the present dece.y of those industries is owing 
to these ch8nges or because of inherent weeknesses. If the 
decay is attributable to such causes es lack of financi al 
means or want of ,proper organization, these defects can be 
readily remedied and the industries may be made to serve the 
purpose for which hitherto they were fitted. But if the de-
cay is due to such revolutionary changes as the use of machin-
ery or changes in the tastes and desires of the people, then 
all attempts to revive and reconstruct them is a wild goose 
chase. The sooner these efforts are diverted in some other 
direction the better it will be for the country. 
To illustrate my point more emphatically, let me take 
the attempt made by the All India Spinners Association to 
revive spinning and hand-loom weaving in the country. It 
is true, no doubt, that hBnd-loom weaving is still the dom-
inating and most well-spread-out of the cotte.ge industries. 
It has also other points in its f avor, as, for instance, 
that it gives employment to cultivators during their spare 
time, and requires very little training and capital, et 
cetera. But is it an efficient method of production? Does 
it s atisfy the tastes and desires of the people? Can it 
ever become so cheap as the mill-made cloth that the poor 
people can afford to buy it without sacrificing the satis-
faction of other wants? The present demand for it has been 
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stimulated under such high-pressure salesmanship as the 
arguments that it is patriotic to wear h end-mede cloths 
and that hand-loom weaving gives employment to a large num-
ber of people. Aga in, will we be able to maintain this 
present d,emand? Is not the trend of the human instinct 
for change and variety? The f act that we are giving occu-
pation to certain people should not s a.tisfy our conscience; 
it is more fitting that we should ask whether the people 
who are engaged in the present industry could not be made 
more productive by following some other occupation. If the 
present attempt to revive the hand-loom industry is merely 
a stop-gap until other attempts are made to develop more 
productive industries, it is a commendable me9sure, but if 
made e permanent n etional policy it would become matter £or 
regret. 
Again, there are cert ain industries which ere defi-
nitely out of date. One of the characteristics of human 
wants is that they vary from time to time; it is also said 
that variety is the spice of life. Such being the c ase, 
330 
any pious effort to revive antedated industries is like 
advocating sand in pl e.ce of blotting paper, or the use of 
bollock carts in place of trucks, and is entirely futile in 
purpose. It is not my contention, however, that there is 
no place for cottage industries in the economic life of the 
people. My only point is that if we uphold cott age produc-
tion it must be based on sound re asoning. Only those in-
dustries should be encouraged of which there is necessity 
and whose products cannot be fabric ated efficiently under a 
large-scale industrial system. If this be the criterion, 
whet then is the place of the cott age industries in Indian 
economy? 
The Place of Cottage Industries in Indian Economy 
Even when Indi a has become well industri alized, the 
role of cottage industries will be ~n important one. In 
the first place, unless social customs undergo a radic al 
change, cottage industries c en give useful employment to 
purdanishn women. Second, the social emancipation of women 
in the West has given them a false conception of equality~ 
In order to be equal with men, they think that they must 
earn 1n the way men do; in other words, compete with men. 
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In many inst ances where men and women work, the home is neg-
lected. India has always recognized the home as a place for 
women. Industri al development need not disrupt family life; . 
therefore, cottage industries should be so developed in Indi a 
that women could work in their spare time, without neglecting 
their children or the home life. Third, it 5hould not be 
forgotten that the crying need of Indi a is for a diversity 
of occup ations, and therefore the more industries there are 
of various kinds, both large and small, the b etter. Fourth, 
people in the country would not ~ masse wish to trrunsplant 
themselves to the city for f actory life. To some the unity 
of interest and occup ation among the members of the family 
are more important and precious than a few more annes or 
rupees. For such people the cott age industries afford an 
enormous scope for employment. 
"The coll abor ation of the f umily members not only 
economizes expenses but sweetens labor. Culture 
and refinement come easily to the ~rtis an through 
his work amidst his kith and kin."~ 
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Finally, since the amount of c apit al needed for est ablishing 
cott age industries is small, an d since Blso there is diffi-
culty in r aising large amounts of c apit al in the rur el dis-
tricts, the small scale industries that are suited to the 
needs of India should be fostered . 
Can Cottage Industries Survive Side ~ Side 
with Large-Scale IndustrieS? -----
It is a misconception of some persons that it is not 
possible for cott age or domestic industries to exist side 
by side with l arge-sc ale industries; whereas the simple 
fact of the matter is that the re alms of the two are en-
tirely different. Large-sc a.le industries do well where 
the demand is for st andsrdized goods, as, for instance, 
cloth; it is eminently suited for mass production. On the 
other h and, cottage production is suited to industries 
1. Mukerjee, Foundations of Indian Economics, p. 326 
where individual tastes, likes and dislikes, ere the me.in 
concern. It is for this reason that even in highly indus-
tri alized countries like England, the United St a.tes of 
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America, and Germany, small industries form en organic pert 
of the economic structure. In the United States, f~r in-
stance, the weaving of tweeds and homespuns still holds the 
field against factory production among the well-to-do cl ass 
of people. In India, therefore, cert ain industries, such 
as cloth and woolen f abrication, sewing machines, typewriter, 
bicycles, and so on, should be est ablished on a large scale; 
whereas others, in small demand, should be est ablished on 
an inferior scale. 
Scop~ of Cottage Industries in Indi a 
It is import ant to rei tera.te the point that only such 
industries should be established on a smell scale as afford 
no scope for mass production. From this it does not neces-
s arily follow that the realm of cottage industries is gre at-
ly limited; on the contrary, it is immense. In the first 
place, on account of differences in the social and regional 
conditions, there is not a universal demand in India for 
commodities o£ all sorts. Even in the case of certain kinds 
of cloth, the demand is very limited and therefore it would 
be almost imposs-ible for large-scale industry to make a pen-
etration there. 
11 There are many fabrics manufactured in India which 
cannot be made with commercial success by the power 
loom ••• Thus the beautiful, solid-bordered cloths 
of Salem ~nd Madeira, the fine-woven 'Nariels' of 
Malabar, and the magnificent Kincobs and bro-
cades of Benares and Surat are a.s yet unaffected 
by the direct competition of power looms.nl 
Second, cottage production can be encouraged successfully 
where it is necessary to meet the individual desires and 
tastes of the people; for exrunple, tailoring . In western 
countries there is not much difference between the costumes 
worn by people of one country from those of another; but in 
India garments vary a great deal from province to province. 
Thus the dress of a Bengali differs much from that of a 
Punjabi. Wha t is more, each Bengali or Punj abi would want 
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a dress according to his own t aste. Third, the women of 
Indi a are fronous for their love of orrigments and jewelry. 
With the increased economic prosperity of the country, there 
will be a greater demand for these things. Ornsments can be 
better produced on a small sc ale than on a large scale. 
Fourth, art and h andicraft h ave always been the monopoly of 
cottage producers. The n ature and amount of labour requi-
site for the great variety of design in the production of 
them precludes machine competition in such articles. Fifth, 
the various kinds of assembly plants can be successfully 
carried on a small scale , For instance, the various p arts 
of a piece of furniture like a ch air or a t able can be pro-
duced on a large scale and be assembled by small cott age 
producers spread all around the main plant. Finally, art-
icles of f ashion and luxury, toys, e.nd various kinds of 
1. Pill ai, op. cit., p. 144 
containers and g adgets for food-producing industries could 
well be fabricated on a small-scale rather than on e large-
scale basis. A close study of the nature of the demend for 
various kinds of commodities must be made; and those the 
demand for which is small and which do not easily lend them-
selves to mass production, should be produced on a small 
scale. There are an infinite number of commodities which 
can be more successfully produced on a small sc ale than on 
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a l arge scale. We see, therefore, that the scope of small-
scale production in India is wide and that it can thrive well 
side by side with large-scale production. The cardinal dr aw-
backs to cott age production in India are imperfect methods 
of production, conservatism, and l ack of ambition on the p art 
of the artisan, added to unfavorable financial conditions and 
the absence of commerci al organizations for pl acing the out-
put on the market. If the condition of the artisan and his 
industry needs improvement and reconstruction, e ach of these 
defects will call for special attention. We shall take each 
one of them separately and see how well we can modify the 
situation. 
Improvements in Production and Technique 
Assuming that we encourage cottage production only in 
the case of those commodities which are well suited for pro-
ducing on a small scale, what further improvements are nec-
essary so far as the methods of productions and technique 
are concerned? Today the artisan combines in himself the 
task of a financier, buyer, producer and seller. While 
division of labour and specialization have penetr ated all 
industries, they have kept themselves aloof from cottage 
production. One who is a Jack-of-all-trades is master of 
none and the same holds true with our artisan. The first 
thing necess ary, therefore, is to take away from the arti-
san the functions of financier, buyer and seller and make 
him responsible only for pr.oduction and technique shall h a.ve 
to be in line with- present methods of production. If there 
is scope for the study of rationalization in production and 
motion study in large-scale industries, wider still is the 
scope in artisan industry. The tools and implements used 
in production are simple and primitive. They must undergo 
a v a st change. At present, most of the work done is in the 
form of manual labour; there is very little use of machinery. 
While it is true that the products of artisan industry gain 
in ~inence in proportion as the worker's iabour is expended 
on it, still there is gre Ht scope for the introduction of 
mechinery. In this connection it is good to distinguish be-
tween two kinds of labour; physical labour, pure and simple, 
and skilled labour. It is the skilled labour that is more 
important than the manual labour. Just as a surgeon is pro-
vided with a set of modern surgical implements and apparatus 
to conduct his operations, the artisan must be provided with 
machinery to save his physical lsbour and to exhibit his 
skill and talent. At present, electricity is hardly used 
in the artisan industry. Most of the small-scale industries 
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carried on in various pe_rts of the world use a good de e.l 
of electricity. For example, while the use of electricity 
in ~i barber shop is a common thing in the United States, it 
is still a novelty or an unknown science to a b arber in 
Indi &. It is also just as import ant to improve the r aw 
materials of the artisan as it is to supply him with up-to-
date tools and m~chinery. Thus all these ameliorations -
rationaliZEttion, scientific men f:lgement, motion study, im-
proved tools and machinery, the introduction of electricity 
and better crude materis_ls - will go a long way to enable 
the artisan and handicreftsmBn to become more efficient 
producers. 
The Part of Libersl and Technice,l Education 
Mr. Pillsi is ri ght when he writes, ".Above Etll, the 
artisan's inherent conservatism and lack of ambition and 
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. 1 present inebility to appreciate a higher standard of living" 
are the important drE~wb acks to the artisan industry. These 
are evils to which an economic reformer cannot possibly close 
his eyes. Immediate steps should be t aken to overcome these 
defects. A generously planned and vigorously conducted pro-
gramme of education, therefore, is the first condition for 
the improvement of the materi al condition of the workers, to 
be closely seconded by a system for tr aining the ·children of 
the artisan in his voc ation in properly equipped industrial 
1. Pillai, Economic Conditions in Indi e , p. 152 
. 
" 
1 
schools. A volley of criticism h as been showered on the 
present technical schools and colleges. I need not, there-
fore, add insult to injury. Most of the students of these 
schools, after graduation, look for a government job, and 
if they fail to secure one they remain unemployed. This a 
good de al of public money is spent on these students. It 
is therefore necess ary tha t these schools and colleges be 
reconstituted in such a way that they may serve the purpose 
for which they were brought into existence. There should 
be an intimate rel ationship between these institutions and 
the marketing organiz ations. The l atter should provide the 
former with useful information concerning trends in the de-
ma.nd for commodities, and the schools, in turn, should em-
phasize these trends to the students. The objective pl aced 
before the students should be not one of comfort able service 
in the Government, but of starting independent enterprises. 
The Supply of Capital 
The amount of capit al needed in the cottage industries 
is very small, ev en t aking into consideration the use of up-
to-date tools and machinery and r aw material. The artisan, 
as we h e_v e seen, in the chapter on "Cottage Industries, " 
suffers fr'om want o.f c api tel. If we want the artis an to be 
liberated from the hands of the village nshylock, 11 we must 
set up proper financi al organiz ations. In the p ast, cooper-
ative credit societies have been suggested as a p an ace a for 
1. For an account of the trade schools in Bengel, Madr as, 
and the Central Provinces, see Vol. 1, Journal of Indian 
Industries end Labour . 
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ell the financial evils in the artisan industries. 
"The small size and scattered nature of these 
industries do not justify the hope that big 
financiers will ever be sufficiently inter-
ested in their development; but these very 
features lend themselyes admirably for co-
operative treatment."l 
The message of cooperation has been preached in India for 
nearly twenty years with very little success; it has fallen 
on barren soil. Why not now turn to a proposition more 
practica.l? It is impossible for one bankrupt to help an-
other bankrupt. The whole cooperative credit structure wa.s 
erected on secondary cooperative bodies - the banks in urban 
areas; the failure of the prime.ry coopera.ti ves has sounded 
the death-knell to the secondary cooper8tives. The cooper-
ative credit societies are no longer able to finance the 
artiss.n industry. 
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There is &mple room here for private enterprise. Small 
financial institutions should be started with the sole object 
of financing the small-scale enterprise. Their general fea-
tures must be the same as the industrial banks, considered 
in the chapter on "Large-Scale Industries." Since the amount 
of capital required is small, the State would do very well to 
finance these industries if private enterprise is not forth-
coming. It should borrow liberally both at home e.nd abroad 
at a low rate of interest and advance money to deserving 
small-sc~le enterprises on the security of their assets. 
This form of financing is pa_rticularly importunt to the 
cottage industries, since not many foreigners would be anx-
ious to undert ake to establish them. Good banking will also 
1. Pillai, Op. cit., p. 153 
go a long way to improve the financi al needs of the 
country. 
Commercia l Organizations and the Place of 
Cooperation-
In these days of keen competition it is not only ef-
ficient methods of production but virile and a ggressive 
mee.sures of marketing that are important to the success 
of any industry. That the cott age industries in Indi 8 h eve 
done very little in this direction is evident from a few ob-
serv ations: the t astes of the consumers are not studied; 
there is no courting of publicity; and the arts of adver-
tisement have yet to be cultivated . It is little wonder, 
then, that the cottage industries have dec ayed or entirely 
perished. The function of distribution or of merketing must 
be taken from the hands of the artis an by the Cooperative 
Sales Societies. Where the products of an industry have a 
ready s ale a t a more or less fixed price, the advantag~of 
cooper ative s ale are, as a rule, not very great. But where 
the market depends on c asual purchase, or is a fluctuating 
or se a.sona.l one, most of the cottage workers are so l a rgely 
in the h ands of the money-lenders who take these risks, and 
charge very high r ates for doing so, that it is not e asy to 
help them, unless an organiz ation like the Coopera tive Sa.les 
Society can be set on foot rigorously enough from the very 
beginning to finance stocks and arr ange s a les. It would 
also be the duty of this Society to make an analysis of the 
market, find the various medi a of s ale and advertisement, 
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and orge_nize the work of collection and distribution of 
the goods produced by the artis ans. If the cooperative 
marketing of goods is to be successful, & good de al ha s 
to be done for the s t andardiz at ion of goods; and an ef-
fective method of gr ading goods a lso should be discovered. 
Cooperation can also help a good de al in buying r aw mater-
ials. Cooperative Purchase Societies should be established 
to buy r aw m~;;~. teri als on H large sc e,le and to distribute 
them to the various artis ans. India is especially well 
suited for organizing cooper ative societies, since many 
c astes represent functiona l groups. They alre sdy have many 
activities in common; they can c atch the spirit of coopera -
tion much more quickly than other people. Smsll industries 
in other countries owe their flourishing condition to the 
influence of the cooperative principle. The same principle 
of cooper ation h a s a worth-while message for the cottage 
industries in Indi a also. 
341 
CHAPTER XV 
AGRICULTURAL RECONSTRUCTION 
The Importance of Agricultural Reconstruction. It 
has already been shown that agricultural industry is the 
very lifeblood of the people, and it will continue to be 
so in spite of the plan for industrialization of the coun-
try; for industrial development will merely divert the ex-
cess papulation depending upon the soil to some other gain-
ful employment and check the importation of manufactured 
goods. The main task - that of feeding the people, supply-
ing the necessary raw materials to manufacture, providing 
revenue to the State, and also of serving as the patron of 
railways and commerce - will still fall on agriculture. 
India will not gain much materially if she develops indus-
tries to the neglect of agriculture. It is not a problem 
of agriculture ~ industries, but one of agriculture and 
industries; for the two are vitally connected with each 
other, and there can be no sound development of manufacture 
without a simultaneous and corresponding improvement in 
agriculture. Neither can there be agricultural improvement 
on a wide scale without a corresponding development of manu-
facturing industries. 
Since industry derives such important raw materials 
as cotton, jute, leather, woolen and oil seeds from agri-
culture, any improvement made in their production will 
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improve considerably the efficiency and hasten the progress 
of manufacture. For example, the replacement of short staple 
cotton by long staple would help a great deal in improving 
the cotton yarn and the production of cotton goods. Simi-
larly any effort made to grow more jute per acre would re-
duce the cost of production of manufactured goods and stim-
ulate export. Furthermore, we must not forget the fact that 
our chief market for manufactured goods will for a long time 
to come be the local market; therefore any improvements made 
in agriculture will not only increase the productive capacity 
of the agriculturist but also his purchasing power. 
"With a prosperous agricultural community in India 
the market for home manufactures will considerably 
improve, and this in itself is no small incentive 
to further development of manufacturing industries."1 
Likewise, industries also can help agriculture by supplying 
capital and machinery. For these various reasons the devel-
opment of agriculture on scientific lines is of paramount 
importance to India. 
Meaning of Improvement in Agriculture . Improvement 
in a griculture means one of three things: (1) Improvement 
in output per acre; for instance, India is raising say fifty 
pounds of cotton per acre, but now the attempt will be to 
raise one hundred pounds per acre. (2) Improvement in the 
quality of output. Here, by way of illustration, the effort 
would be to grow long-staple cotton instead of short-staple 
cotton; to cultivate more sugar-yielding cane. 
1. Basu, P.C., The Economic Development of India, Calcutta, 
Chukerverty, Chatterjee & Co., Ltd., 1922, Vol. I, p. 121 
(3) Increasing the income of the cultivator from his land. 
This can be done in several ways: by one or other of the 
methods above mentioned; by inducing the cultivator to grow 
some other crop which has higher commercial value - for in-
stance, to raise fruit and vegetables instead of corn; or 
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to augment his income by better organization in production, 
financing and selling. Whatever may be the method and means 
of bringing about these various kinds of improvement, the 
objective is the same - to increase the purchasing power of 
the cultivator so that he may be able to raise himself from 
the abject poverty in which he is imbedded today. In order, 
therefore, to ameliorate the economic condition of the culti-
vator, it is necessary to improve agriculture all around; 
that is, by the several methods above indicated. 
What is more, there is no short road to bring about 
agricultural prosperity; agriculture is affected with sev-
eral diseases, and there is no single remedy which can serve 
as a cure-all. For that reason it is better to take each 
one of the problems of agriculture individually and deal 
with it as efficiently as one can, without forgetting the 
fact, however, that all these solutions centralize in one 
main endeavor; namely, to further the well-being of the farm-
er. In a word, although the approach to different problems 
may vary, all efforts should synchronize in the promotion 
of agriculture. We shall start with the problems connected 
with land. 
Problems Connected with Land 
There are, as we have seen, three distinct problems 
connected with agricultural land: (1) the uneconomic hold-
ing of land; (2) soil erosion and the reclamation of ravine 
land; (3) the comparative dryness of the land, which, cou-
pled with the uncertainty of rainfall, makes irrigation a 
vital problem. 
The Uneconomic Holding of Land. If it is the consen-
sus of economists and others, that the present holdings of 
land for agricultural purposes are uneconomic, the question 
naturally arises, What is an economic holding? 
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~~at ~~ ~ Economic Holdi~? In a country where soil 
and rainfall conditions, as well as methods of agriculture, 
vary so much from place to place, there can be no one answer 
to this question. But taking the case of an average family, 1 
we might say that the amount of land which would give the 
most profitable employment to the capital and labour that 
it commands would be the ideal holding. All kinds of factors 
have to b e weighed, not excluding the possibility of utiliz-
ing the available capital and labour, or a part of it, in 
employment other than agriculture, the distribution of the 
capital and labour between agriculture and other occupations 
being determined on the principle of equi-marginal returns. 
1. Jack, Economic Life of a Bengal District, p. 8. The 
unit of economic life in India is the family and not 
the individual. 
The object aimed at here would be the highest possible net 
return to every unit of capital and labour engaged in agri-
1 
culture. Thus, while, say, ten acres might be more than 
enough to bring the highest possible return in a place like 
lower Bengal, even twenty may not be sufficient in a dry 
and unirrigated place like the Central Provinces. The size 
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of economic holdings in different provinces should be deter-
mined with reference to this definition. 
The above definition of an economic holding is con-
strued under the assumption that other avenues are op en for 
the free investment of labour and capital. But if it should 
so happen that in spite of the industrial and other kinds of 
economic development of the country there is still a surplus 
population left to depend upon land it should be so employed 
on the economic holding as to increase the gross output if 
not necessarily the per capita output. This would not be the 
optimum use of land labour and capital, but it will be the 
nearest to it. 
Remedial Measures. In order to overcome the present 
evils of uneconomic holding, two measures are necessary: 
(1) to check further division and subdivision of holdings 
beyond the size of an economic holding; (2) to consolidate 
the small and scattered holdings into the size of an economic 
holding. Both measures are difficult, but they must be 
1. Jathar and Beri, Indian Economics (Sixth Edition), Vol. I~ 
Read pages 215 to 219 for a full discussion of economic 
holding. 
carried on just the same. The adopting of the latter with-
out the former is futile. 
How to Check Further Division and Subdivision of 
--- -- --- ------------
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Agricultural Holdings. In the first place, the laws of in-
heritance need to be modified. The Egyptian custom should 
be the basis for Mohammedans, whereby .the land, though nor-
mally divided among the heirs, is actually left in the hands 
of one to cultivate on behalf of the whole number, or perhaps 
handed to trustees to manage for all. Joint farming of the 
inheritance, which was the practice in olden days, should be 
enforced for Hindus. Similarly, as the result of sale of 
any other kind of transfer, the size of any holding should 
not be allowed to fall below that of an economic holding. 
To make this measure effective, the law courts should re-
fuse to recognize title in land less than the size of an 
economic holding. Neither should such uneconomic holdings 
be registered in the Record of Rights. 
"In the Punjab Canal colonies, subdivision has been 
checked by restriction on alienation, and in the 
case of certain grants ~y the limitation of succes-
sion to a single heir." 
If the Punjab can do this, why not other provinces? 
Consolidation of Holdings. Efforts such as the co-
operative consolidation of holdings or the Consolidation 
Holdings Act (1928) of Central Provinces, are only a drop 
in the ocean~ considering the seale and size of the problem. 
1. Ibid., p. 221 
It is plausible for the Agricultural Commission to give 
warning to the effect that in tackling the problem of sub-
division and fragmentation, great caution and the utmost 
possible consideration for the opinions and prejudices of 
the people affected are necessary; that an element of com-
pulsion may be inevitable, but that compulsion should not 
be regarded as dispensing with the need for the most scru-
1 pulous attention to the wishes of the people. In refuta-
tion one might say that in order to bring economic prosper-
ity to the cultivator and hence to the nation, the unscru-
pulous methods of Kamal Pasha are sometimes desirable. 
"The plan of voluntary action has failed even in 
the advanced countries of the West, which have 
been obliged to introduce compulsory legislation. 112 
For this reason it is very essential that India as a whole 
should frame a most comprehensive legislative act whereby 
the economic wastage of uneconomic holdings might immedi-
ately be terminated. Following this high-handed policy 
there will be, no doubt, considerable heartburning and dis-
satisfaction in the country; but if the remedy is capable 
of effecting the much-desired cure, of what account is a 
little bitterness in swallowing the draught? The culti-
vators who are dispossessed o£ land as a result o£ this 
measure can be profitably employed in some other branch of 
economic reconstruction - in industry, road construction, 
house building, dairy farming, afforestation schemes, and 
the like. 
1. Agricultural Commission Report, par. 127 
2. Jather and Beri, Op. Cit., p. 220 
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Soil Erosion 
The problem of soil erosion is not peculiar to India; 
it is present in Italy, the United States of America, and 
many other countries. But while the governments of other 
countries have been alive to it and have taken effective 
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measures to overcome it, India has not, until very lately -
i.e., since the time of the Agricultural Commission-
adopted any comprehensive policy to combat its occurrence. 
The result is waste lands of a particular type - the desert-
like ravine lands, on which only the stunted babul-tree 
grows - which are spreading far and wide along the banks 
of many rivers, such as the Ganges, the Jumna, the Chambal, 
and the Son, where once there was smiling plenty. It has 
been estimated that the total area of such desert-like and 
inhospitable ravines in the United Provinces is between half 
1 
a million and a million acres. The evil of the extension 
of ravine land, however, is not confined to the United 
Provinces; it is spreading. 
"Even more extensive than the ravine lands of the 
Jumna are those of the Peninsula, the Central 
Provinces, Bombay, Central India and Gwalior." 2 
For an agricultural country like India, the importance 
of reclaiming these ravine lands is very great. As has been 
stated elsewhere, the size of agricultural holdings is al-
ready very small; if these ravine lands continue to increase, 
1. Mukerjee, R.K., Rural Economy of India, London; Longmans 
Green & Co., Ltd., 1926, p. 145 
2. Howard, Crop Production in India, p. 14 
there will be a further decrease in the size of the land 
cultivated. The population of India is increasing fast 
from decade to decade, and therefore more land must be cul-
tivated to raise the additional food supply. If ravine 
lands are reclaimed they can be used as arable and forest 
lands. 
Remedial Measures. To minimize extension of ravine 
lands, the essential point is to reduce to the minimum run-
off from the l~d lying above the ravines and the drainage 
into them. The present unsatisfactory state of things is 
due to the opening of ravines by torrential rains. In 
Bombay, the Central Provinces and Gwalior, properly con-
structed embankments, stretching across valleys, have con-
trolled the drainage and checked erosion, recreating fertile 
land. This should be extended to the rest of India. In the 
worst cases of soil denudation, the effective remedy would 
be the system of embankments provided with spill-ways, which 
are sufficient to check the run-off and erosion: .. and assist 
absorption. 
"The regulation of the flow of the rivers and streams; 
the cleaning of their channels; the construction of 
reservoirs for feeding the channels when the waters 
are low; and the prevention of silting up ••• Anum-
ber of dredgers need to be mobilized to alter the 
riverbed at the curves to a scientific shape, so that 
the pressure of the water may be received by the bed 
of the river instead of by the bank, and1 the water be able to pulse away with great rapidity." 
The real cause of the malady, however, must be traced to 
1. Mukerjee, R.K., Rural Economics, p. 188 
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the forest denudation at the head of the waters and on the 
banks of the rivers. Proper measures should therefore be 
taken for the protection of the forests. This in itself 
is not sufficient. Side by side with these measures an 
extensive afforestation scheme must be launched. The re-
sults expected from afforestation, apart from the supply 
of timber, fuel and forest products of all kinds essential 
to industrial development, may be summed up as follows: 
modification of climate; value of trees as wind screens; 
increased rainfall; checking the rapid run-off of water 
from the hills; the development of cattle and sheep pasture; 
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improvement of health through pine forests; and the preserva-
tion and improvement of the supply of fish in the rivers and 
1 
estuaries through the more even flow of water. 
Irrigation. The density of population in India is 
determined not only by soil and rainfall conditions, but 
also by irrigation; and the future extension of irrogation-
al facilities, among many other conditions, depends upon ' the 
topography of the country. As things are today 
"the day of great irrigation schemes in India is 
now over and it will be ••• necessary to turn 
more and more to t~e sub-soil water table as the 
source of supply." · 
Thus the future of irrigation depends upon the supply of 
water from wells. But well irrigation, too, presents some 
problems. The sub-soil water level in many provinces is 
1. Roxley, "Afforestation in Korea, " The Scottish 
Geographical Magazine, January 15, 1923 
2. Sir Bernard Darby, "Irrigation and Its Possibilities," 
Economic Problems of Modern India, (ed. by R.K. Mukerjee), 
p. 165 
very low, and i n places where the rainfall is precarious, 
the demand for irrigation wat er is not steady and contin-
uous; which means, in other words, that well irrigation 
will not be practiced unless there is a failure of rain-
fall for a number of years and that it is not going to be 
popular or economical unless the agricultural holdings are 
contiguous and large. Finally, also, well irrigation in-
volves the problem of capital. 
Every one of these problems, nevertheless, can be 
solved, although t hey entail a certain amount of difficulty. 
A nationwide policy of afforestation is bound to control 
the run-off and thus raise the sub-soil water level. The 
improvement in the breed of cattle will enable the culti-
vator to raise the water f r om a much lower sub-soil water 
level than today. Furthermore, the development of hydro-
electric power, which was once a dream and now has become 
a reality in many provinces, will enable the cultivator to 
use sub-soil water for irrigation purposes. 
ttElectric powergenerated a t a canal fall on the 
Upper Bari Doab Canal of Amritsar has be en used 
in order to pump water from tube wells for irri-
gation many years. A large scheme has also been 
inaugurated in the United Provinces for similar 
pumping from tube wells by means of hydro-electric 
power developed a t falls on the Ganges Canal. ~ l 
The demand for water can be made continuous by encouraging 
cultivators to grow crops of high commercial value, like 
sugar cane, in place of jawar. Again, if it can be shown 
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1. Mukerjee, R. K., Economic Problems of Modern India, Vol. I, 
p. 166 
to the cultivator that, in spite of the small acreage, 
•wetft irrigation is much more profitable than dry irriga-
tion, he will not hesitate to sink a well in his field. 
Consolidation of agricultural holdings is, no doubt, an 
essential preliminary for a scheme of well irrigation, and 
effective measures of the kind suggested above should be 
immediately taken. In the past, the cultivator has often 
hesitated to make ~ venture of sinking a well in his field, 
not only because of the cost involved but also for fear of 
unsuccessful results. There is no place on the planet 
where a water diviner could command the respect of the 
people more than in India. As one travels through the var-
ious parts of the Bombay Pre.sidency, he often comes across 
unsuccessful attempts at well construction. Sometimes, 
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even after going down as deep as twenty-five to thirty feet, 
the venture has been given up because either a rock bed was 
found or the cultivator was not able to get enough water. 
In matters like this the Government ought to come to the 
rescue of the cultivator. In some provinces, there is al-
ready an officer in charge of "water divining. ~• Such de-
partments should be created in all other provinces, where 
well irrigation is the only possible supply of water. In 
the past the Government has been granting a special kind of 
loans, called takavi loans, for such purposes; the rate of 
interest is low on them and the cultivator is given quite 
a reasonable time to repay them. But on account of red-
tapeism, they have not proved very popular among the land 
owners. The government, therefore, will do well if it re-
laxes some of the rules for the granting of these loans. 
In the Bombay Presidency many cultivators prefer to sink 
a well in partnership. In places where the water supply 
in the well is abundant, the partnership enterprise has 
been very successful. It not only divides the cost of con-
struction of the well, but also helps in maintenance, as 
every year a certain amount is spent by the participant 
cultivators. This idea should be extended to other prov-
inces also. 
Improvement of the Human Factor. The only way of 
changing ·the psychology and the social and personal habits 
of the peasant is to educate him. The absence of widespread 
literacy and of a suitable system of rural education is 
largely responsible for many of the present evils in a gri-
culture: illiteracy promotes improvidence and extravagance, 
impedes the progress of improved methods of agriculture and, 
what is more serious than anything else, prevents that mass 
awakening without which no reform can be permanent. For the 
problem of rural uplift cannot be solved until the culti-
vator himself desires his own improvement and can think-and 
act for himself. The present system of education needs to 
be remodelled so as to suit it to the needs of the rural 
masses. The education imparted in rural schools must be 
such as will promote interest in and love for agriculture 
and rural life in general and should cease to deserve the 
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criticism which is often made against it that it creates a 
bias in the mind of the rural scholar against his ancestral 
occupation and makes him soft-handed and unfit for agricul-
1 
tural work. The benefit of education should be extended 
to both sexes. Spread of literacy among women is indispen-
sable to the spread of lasting literacy among the young. 
A proper scheme of adult education is also necessary in 
order to increase the all-round efficiency of the farmer 
and to1 ensure that the present generation should be in a 
position to take advantage of modern developments in agri-
culture. Adult education is also important as tending to 
prevent the too frequent relapse into illiteracy of the 
young villager as soon as he leaves school. Special ma-
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chinery is needed for carrying literacy and general enlight-
enment to grown people, and should include such things as 
night schools, continuation classes, libraries and reading 
rooms, magic lantern and cinema shows, and demonstration 
trains such as those run on the Eastern Bengal Railway. 
A campaign of public health and personal hygiene must 
be opened on a large-seale to wipe out disease. Health pub-
licity bureaus, baby weeks, Red Cross work, child welfare, 
maternity leagues, and cooperative dispensaries have all a 
part to play in the service of village health and sanitation. 
The absence of adequate medical facilities in village areas 
constitutes a serious difficulty. It is necessary that the 
claims of indigenous systems of medicine should be properly 
1. Abbot and Wood, Report on the General and Vocational 
Education, par. 98 
investigated and the use of such indigenous drugs as are 
found to be effective should be encouraged as substitutes 
for the more expensive allopathic drugs. Closely connected 
with rural sanitation is the problem of providing sanitary 
and decent dwellings in the villages. It is much easier 
to suggest these measures than to actually undertake them. 
All this cannot be done by the government alone; the co-
operation of moneyed and other philanthropic individuals 
and of the public at large is needed. The nation as a 
whole should be made conscious of the present state of 
things. College and University students and professors 
should freely volunteer their services during the vacation 
for this noble cause. 
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CHAPTER XVI 
AGRICULTURAL RECO N S'I'RUCTI ON (continued) 
So far our agricultural reconstruction program has 
considered two of the agents of production: land and labour. 
A third factor, capital, is as important in agriculture as 
in manufacture. The low efficiency and hence the low pro-
ductivity of the agricultural industry is the result also 
of deficiency of capital. With poor seed, poor cattle and 
old and antiquated tools and implements, the output of land 
in India cannot be on a par with the U.S.A., or even with 
Russia. Improvements on these linea are quite essential; 
therefore, we shall consider them carefully in this chapter. 
We shall first turn our attention to live stock, the most 
important capital of the cultivator today. 
Animal Husbandry 
Whatever progress India may make on lines of scien-
tific agriculture, live stock will continue to perform the 
most important part of the work of cultivation. Large-scale 
farming, of the kind practiced in the United States of 
America or in Russia, is not only impossible, but also 
undesirable, for large-scale farms are often underculti-
cated; moreover, cattle-power, though inadequate for large-
scale production, is perfectly adapted to small-scale farm-
ing, i:is in India. So long as agricultural holdings are 
small, cattle ~~11 be needed to perform the various agri-
cultural operations. We have already considered the ~­
portance of cattle in the Indian economy. It is necessary 
to stress here, however, the importance of improvement in 
the cattle. Time and again it has been remarked that the 
implements and tools of the cultivator are old and out-of-
date, and that the use of more scientific ones is neces-
sary. But it is seldom realized that this problem is in-
timately connected with animal husbandry. For as long as 
the cattle are poor and inefficient, it will not be pos-
sible to use the heavier type of implements. As illustra-
tion, the use of the Meston plough may be taken. There are 
many cultivators who are anxious to use these ploughs on 
their fields, but find that their cattle are not strong 
enough to pull them. For this reason it is imperative that 
we do something for the improvement of cattle. 
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As said before, the cattle problem is: the excessive 
supply, poor quality of the bread, and scarcity of fodder. 
'.I.'o this we might also add the problems of cattle epidemics 
and cattle housing. Since all these problems are important, 
it is better to give to each individual attention. 
The Cattle Supply. There are more cattle than are 
necessary for the country and, what is more, the presence 
of such large numbers of useless cattle makes the fodder 
problem all the more acute. 
11 A large number of maimed and worn-out bullocks 
and barren cows are maintained in a half-starved 
condition •••• The cultivator does not ~ill them, 
but has no objection to starving them." . 
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Since the sentiment of the people is against killing ani-
mals, it is better to eliminate them by the process of cas-
tration. 
Fodder Supply 
"The fodder deficiency in India is not wholly one of 
quantity, but there is also a great deficiency in 
quality, notably in protein matter. This is not 
without its effect upon the health of man. It is 
suggested that diseases like red water, hot water, 
fluke and tuberculosis in sheep and cattle are re-
lated to the absence of iron in the herbage on which 
the affected animals live. Thus the deterioration 
of cattle-food and weakness of cattle are important 
factors in human tuberculosis.".l 
Such being the consequences of fodder scarcity, it 
is necessary to find ways and means to increase fodder. It 
has been proposed to reclaim the ravine lands by planting 
trees and grass. Effective measures should be adopted for 
increasing the productivity of land to yield more grass. 
The forest administration should become more sympathetic to 
the needs of the cultivator and allow the cattle to graze 
in the forests. More useful than this measure .would be a 
careful scrutiny of the fodder supply from the forests and 
a careful and systematic cutting down of the grass grown in 
them. It is necessary that the people should learn the 
value of growing fodder crops like leguminous fodder crops. 
1. Mukerjee, R.K., Rural Economy of India, p. 195 
Conservation of fodder stacked dry or preserved green in 
pits is a matter which requires careful attention. Every 
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effort should be made to prevent wastage, and suitable chaff-
cutters should be used for the purpose. It is interesting 
to note that the Punjab peasant is realizing the economy of 
fodder secured by the use of fodder cutters, no less than 
14,250 of them having been purchased in 1930-31. 1 
Cattle Breeding 
11 The high prices which good draught and milch cattle 
fetch nowadays, the demand that is springing up for 
Indian cattle of the beat sort in foreign countries, 
the abnormal rise in the price of all sorts of dairy 
produce, and the need of the cultivator himself for 
strong cattle -- all tend to indicate the fostering 
of cattle breeding on dual purpose lines, viz., 
dairying and draught, as th~ best solution of the 
economic problem involved." 
But before breeding on a systematic scale is begun, it is 
necessary to take the following precautions: Elimination 
of the existing bulls by compulsory castration and selective 
breeding by enclosures. Whether crossing indigenous breeds 
with sires of European pedigree would result in a stock with 
greater draught power and larger milk-yielding capacity has 
not as yet been definitely proved. At New Delhi, where the 
Imperial Agricultural Research Institute is established, 
various experiments in cattle breeding are being made. In 
the meanwhile the scheme of "gift bulla" adumbrated by H. E. 
the Viceroy Lord Linlithgow and the Cattle Conference held 
1. See India in. l930-31, p. 194 
2. Pillai, Economic Conditions in India, pp. 91, 92 
at Simla in May 1937 has served to focus public attention 
on this very important aspect of agricultural development. 
Cattle Epidemics 
"In India the mortality amongst cattle is most 
terrible, and there is no attempt at segrega-
tion of1cattle suffering from infectious dis-eases." 
The direct and indirect losses due to diseases among cattle 
are heavy. Loss of cattle by death is an important cause 
of rural indebtedness. The enfeeblement of the surviving 
cattle is perhaps an even more serious consideration. The 
uncertainty of animal life also compels the cultivator to 
keep reserves of cattle, which he is unable to feed prop-
erly, and thus he neglects their quality. 
The Civil Veterinary Department was constituted in 
1889. Its main duty was to ward off such cattle diseases 
as rinderpest, anthrax and foot-and-mouth disease. The ·gen -:-
eral ignorance of the farmer, in the beginning, prevented 
the work of the Veterinary Department from being as useful 
as it would otherwise have been; but now, as a result of the 
successful treatment of the cattle in the various hospitals, 
the popularity of the department is growing. Areas infected 
with cattle disease are immediately brought under the obser-
vation of the Veterinary Department and the cattle are inoc-
ulated. The provision of veterinary aid in India is most 
inadequate; in each district there should be at least one 
central veterinary hospital with a number of dispensaries 
1. Mukerjee, R.K., Ground Works of Economics, p. 119 
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serving the subdivisions of the district. The staff at-
tached to these dispensaries should be increased and men 
sent out to tour the districts. 
Cattle Housing. Cattle are very poorly housed in 
India. In default of sheds, they often share the roof of 
man. Except for a few days during the harvesting time, 
the cattle never remain at night on the farm. This results 
in tremendous waste of manure. It is also partly responsi-
ble for the unsanitary and therefore poor health condition 
of the farmer. It is very essential, therefore, that the 
cultivator should be taught to appreciate the need of bet-
ter housing for his cattle. The cattle sheds should be so 
built that they should not only be inexpensive but also 
should insure the least waste of manure. 
Implements. In devising implements suitable to 
Indian agriculture, care must be given to the size of the 
holdings. American methods based on an extensive use of 
machinery are all suited to a country of small holdings. 
Of course, in certain cases difficulties l~ke this might 
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be overcome by cooperative farming, if cooperative farming 
can be made successful. The great need in I ndian agriculture 
in the way of implements is provision of agricultural imple-
ments worked by hand-power and cattle. These, again, must 
be sLmple and easy to operate. They also should not be ex-
pensive. There should be a country-wide distribution of 
spare parts and the gadgets for repairs. The improvement 
of existing types of implements rather than the introduc-
tion of new types should be the aim. Intensive propaganda 
is necessary to induce a large number of cultivators simul-
taneously to use improved implements. There should also be 
a number of concerns all over the country to sell the·se im-
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plements on the hire-purchase system. Among the various 
implements which are likely to be popular are ploughs, sugar-
cane crushers, small pumping machinery, and water-lifts. 
The railway authorities should be induced to give their 
most sympathetic consideration to the question of conces~ 
sion rates on agricultural implements and machinery. 
Seeds and Plants in Agriculture. Improvement in 
agriculture depends not only on technique, but also on the 
proper selection of seeds and plants. As things are today, 
the Indian cultivator pays very little attention to the im-
provement of seeds and plants. 
"The value of pure seed of good quality is great, 
but very often the farmer is either not careful 
enough in selecting his seed or he fails ro get 
it even when he realizes its importance." 
Dr. R. K. Mukerjee estimates that the total yield of rice 
in India with improved seed can be increased from 33,038,000 
tons to 46,804,000 tons, and in the case of wheat from 
2 9,817,000 tons to 11,831,000 tons. The Agricultural 
Commission recommends the creation of a separate organiza-
tion, for the distribution and testing of seeds, in charge 
1. Jathar and Beri, Indian Economics (Sixth Edition) Vol. I, 
p. 253 
2. Mukerjee, op. cit., p. 125 
1 
of a Deputy Director. The selection of the seed should 
also depend upon the soil and climatic conditions prevail-
ing in different parts of the country. There are a certain 
number of seed societies and seed farms, but they need to 
be multiplied many times to ensure an adequate supply of 
seed of high quality to the farmers in all parts of the 
country. 
Manure. One of the causes of the backwardness of 
Indian cultivation is insufficient use of manure; the farm-
er is not to be blamed for the sparse use of it on his land; 
but because it is either scarce or very expensive to use he 
refrains from employing it. Dr. Voelcker cites many in-
stances to show that, while the ryot is aware of the qual-
ities of both farmyard and green manure, he is compell ed by 
2 poverty to use his cattle manure for other purposes. That 
with the proper kind of manure and improved seed, there can 
be enlarged production in India has been made clear by Dr. 
R. K. Mukerjee. The following table3 illustrates the story. 
Present total Possible yield Yield calculated 
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yield in the with improved which U.S.A. pro-
whole of India seeds duces (with the 
help of manure) 
Rice 33 ,038,000 46,804,000 72,970,000 
Wheat 9,817,000 11,831,000 24,165,000 
1. Agricultural Commission Report, par. 103 
2. Pillai, Economic Conditions in India, p. 88 
·3. Muker j ee, £E.. cit • , p. 125 
"Rich both iil organic and inorganic substances, 
both in nitrogen and in minerals, farmyard manure 
is the only manure containing in itfelf all the 
constituent elements of fertility. 11 
But it suffers both waste and impoverishment from the man-
ner in which the cattle are housed, in open unsheltered 
yards, exposed to sun and rain; from the non-provision of 
litter to catch and retain the manure; and from the general 
ignorance of the value of the liquid element. The 
Agricultural Department should take upon itself the duty 
of teaching the farmer more efficient methods of manure 
conservation. In order to prevent the use of cow-dung as 
fuel, waste areas near villages should be planted with fuel 
trees and fuel reserves should be established as near the 
village as possible. The Indian cultivator has much to 
learn from the Chinese and the Japanese cultivator with re-
gard to the manufacture of compost. 
"In China there is no organic refuse of any kind 
which does not a~tually find its way back to the 
land as manure." 
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Night soil, properly used, would be of the highest assist-
ance not merely in the improvement of the soil, but in pre-
venting its degradation to the minimum productivity. Preju-
dice is the great bar to a wider adoption of this cheap and 
abundant manuring matter, but greater yields and greater 
profits will undoubtedly overcome this obstacle. There is 
also available in India another organic manure, which again, 
owing to prejudice, is not made sufficient use of. 
1. Pillai, op. cit. 
2. Jather and Beri, op. cit., p. 258 
"Outside each village, says Hume, is a golgotha, 
where the bones of all dead animals whiten and 
decay in ghastly piles, and at present this v;ast 
amount of phosphatic manure is running to waste." 1 
The value of leguminous crops in rotation as a source of 
combined nitrogen has always been recognized by the Indian 
cultivator. This should be m~de more popular. 
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The use of artificial manure in India is yet in its 
days of infancy, and its relatively high cost will militate 
against wider adoption. India, however, possesses suffi-
cient substances out of which artificial manures may be 
manufactured at a low cost. An eminent Indian geologist 
has recently pointed out the occurrence, "in almost fabu-
lous quantities" of gypsum in Kashmir and referred to its 
2 possible use as a soi.l stimulant. Modern researches in 
America have shown that sulphur is absolutely necessary to 
plant proteins and that the sulphur content of most farm 
products is much higher than had been previously suspected. 
The Indian mltivator is becoming increasingly alive to the 
need of artificial fertilizers in his farm. The demand for 
it is increasing throughout India. In 1925-26 it was 21,590 
3 
tons and in 1936-37, 84,000 tons. 
Another w~y in which the use of manure can be en-
hanced in the country is by decreasing the export of seeds 
and grains that have husks on them. For example, if oil 
only were sent abroad, the oil-cakes would remain for the 
fields and bullocks. Similarly the export of rice, wheat 
1. Pillai, 2£· cit., p. 89 
2. See the Presiaential Address of Mr. c.s. Middlemiss to 
the Indian Science Congress, 30th Jan. 1922, Madras 
3. Jather and Beri, op. cit., p. 255 
and other food grains affects the crop yield. 1 There are 
abundant supplies of waste organic matter such as paddy-
husk, groundtnut-husk, sugarcane trash; it may be possible 
to bring about a similar fermentation of such materials as 
has been accomplished at Rothamsted in the preparation of 
artificial farmyard manure. 
Agriculture and Subsidiary Industries. Agriculture 
being a seasonal industry, the need of developing various 
kinds of subsidi~ry industries such as dairying, rope-mak-
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. ing and so on, has become a practical problem in all agri-
cultural countries. But their importance is all the more 
patent in India on account of the small size of the hold-
ings and the extent of dry farming. Even in large-scale 
farming countries like the United States, subsidiary indus-
tries like dairy-farming and hog-rearing play an important 
part. They help the cultivator to tide over the lean months 
and to face inhospitable seasonal conditions. Great as is 
the need of these supplementary occupations, very little has 
been done to develop them on a systematic scale. 
It should, however, be admitted here that with the 
extension of irrigation and increase in the size of the area 
of the farmland, it would become less and less desirable for 
the cultivator to devote his time to any other occupation 
but his own. One of the reasons why supplementary indus-
tries in connection with agriculture are not so common in 
1. N. u. Joshi, Agricultural Journal of India, 1920, p. 398 
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India as in other countries is that the cultivator has al-
ready a number of things to do. Today the farmer is himself 
the producer, organizer and distributor. There is no person 
in India who is so hard-worked as the farmer. Under such 
circumstances it is little wonder that he looks to the sum-
mer for holiday making. We should, therefore, proceed with 
great precaution in the development of subsidiary industries. 
Again, there are very few supplementary industries which can 
be learned with ease or which do not call for the concentrated 
attention of the worker. Even hand-spinning, which is so 
strongly advocated by the All India Spinners Association, 
does not readily meet the requirements of a subsidiary in-
dustry. The time and the patience required in spinning is 
so great and the remuneration received so small that the cul-
tivator often wonders whether it is worth his while to adopt 
such by-occupations. 
It is for these reasons one whould be careful about 
the kind of subsidiary industries advocated for the agricul-
turist. Such industries, in order to be . popular among culti-
vators, should fulfill certain conditions: (1) They should 
be in line with his main industry. For example, dairy farm-
ing, fruit growing, and market gardening go well with ~arm­
ing. (2) They should not require much attention from the 
cultivator. (3) The amount of capital required should be 
small. (4) It should be possible for the cultivator to 
learn the trade quickly. (5) The remuneration must be quick 
and large. It is very difficult, I admit, to choose any 
occupation which can fulfill all these conditions, but 
there are some, like rope-making and bee-keeping, which 
can meet requirements, and they must be developed all over 
the country. 
369 
Agricultural Capital. How best the present problem 
of agricultural indebtedness can be solved no one can def-
initely say. It seems as though no stone should be left 
unturned to bring to the cultivator much-needed relief from 
the colossal debt that has been piling upon him. There are 
two distinct problems in connection with present agricul-
tural finance: one is to help the cultivator pay off accum-
ulated debt; the other is to finance present agr1cultural 
operations. Both need innnediate consideration. But they 
cannot be solved to the advantage of the cultivator by any 
outsider; for should all debt be wiped out by a fiat of 
Government today, tomorrow debt would be born again and 
soon grow to its former size. Any such measure by the 
Go·vernment, instead of bringing relief to the cultivator, 
would result in great shrinkage of agricultural credit. It 
is, therefore, the cultivator himself who should bring about 
his own relief. 
The measures suggested by Thomas are worth adopting. 
"The only effective means of controlling debt is to 
fortify the a griculturist against the improper use 
of credit. The following measures of reconstruc-
tion may be recommended: 
11 1. Pxl effective propaganda must be carried out 
against unproductive borrowing and speculative money-
lending.· Without controlling improvident expenditure 
at social ceremonies, indebtedness cannot be cured. 
Similarly, measures must also be taken to dis-
courage the questionable transactions of petty 
money-lenders among ignorant and unwary people. 
An active village panchayat can do a great deal 
in these matters; but for a radical cure, educa-
tion of the proper kind is essential. 
11 2. Even if all loans are taken for produc-
tive purposes, recovery may be difficult, owing 
to the negligence of the borrower or to the in-
sufficiency of his income. We must therefore 
increase the repaying capacity of the borrower 
in every possible way. First, improved crop-
production methods must be put into practice 
with a view to reducing the cost and increasing 
the yield; and secondly, the crop should be mar-
keted at the right time and in the proper way. 
In other words, credit must be linked to agri-
cultural improvement on the one hand, and better 
marketing on the other. nl 
We might add to the above proposals the present ef-
forts of the Land Mortgage Banks and the Debt Conciliation 
Boards to combat the existing debt. It is unwise and also 
impossible for the Government to give direct aid to the 
cultivator in paying back his debt. It should guarantee 
interest on the debentures floated by the Land Mortgage 
Banks and, if possible, subscribe to a certain portion of 
the share capital, and in these indirect ways help them to 
solve the problem of agricultural finance. 
Refor.ms in Land Tenure 
One of the most urgent reforms needed in the land 
tenure system of India is the abolition of the age-long 
institution of zamindari (landlordism). The defects con-
nected with the system are manifold. 
1. Mukerjee, R.K., op. cit., p. 179 
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Derects of the Zamindari System. (1) it has encour-
aged rack-renting. Barring a certain kind of privileged 
tenant from whom it is not possible to exact any higher 
rent than is fixed by the Tenancy Laws, the landlord can 
demand a rent so high rrom the cultivator that it may leave 
him the barest subsistence. This is possible because, for 
dearth or other occupations, demand for land is vezy great. 
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l2) The system has also been responsible for the in-
tervention of a large number or middlemen between the actual 
tiller or the soil and the government. ~hese middlemen en-
joy the income rrom the land, but do .not in any way contrib-
ute towards the improvement either of agriculture or or the 
conditions of the peasants in general. In Bengal, in some 
cases there are as many as thirty such middlemen. In this 
way, what may be called sub~infeudation among landlords has 
grown and continues. What is more important, from the point 
of national economy, is the fact that these middlemen land-
lords mostly live on unearned increment of land income and 
rarely consider it to be either respectable or necessary to 
pursue any proression to earn their livelihood. 
(3) The evils of absentee landlordism have become 
patent. On account of the intervention of so many middle-
men, the real landlord hardly ever comes in contact with 
the actual tiller or the soil or with the needs or the land. 
So long as he receives the rent from the person immediately 
under him he rests contented and does not c.are to effect any 
improvement in the land. Thus, while he depends ror his 
living on the land, he does not give back to it any ser-
vice whatsoever. 
(4) There is a tremendous leakage of revenue. If all 
the rent paid by the cultivator were to go directly into 
the coffers of the government, the revenue would have in-
creased considerably and the Government would be able to 
give the farmer some assistance; but now the revenue goes 
to feed these numerous parasites, thus increasing the bur-
den of taxation to the whole country. 
"About fifteen crores of rupees are thus lost to 
the country (annually) which come out of its 
products but do not confer prosperity lither 
upon the State or upon the producers. 11 
(5) Absentee landlordism prevents improvement in 
land. Since the cultivator is not certain as to when he 
will be ejected from the land he is cultivating he is re-
luctant to effect any kind of improvement in the land. His 
only desire is to grab from it as much as he can so long as 
he is· cultivating it, without returning anything to it. 
This has naturally led to the impoverishment of the land 
and consequently to less produce. 
(6) Finally, the reht is exacted with considerable 
severity and all sorts of undue levies, like abwabs and 
mathots, are exacted from the poor tenants. 
Merits of Landlordism. One should not, however, sup-
pose that there are no good points in landlordism~ (1) 
Financially, they say, it has ensured to the state a fixed 
1. Basu, Economic Development of India, 1925, p. 62 
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and stable revenue without the necessity of incurring heavy 
expenses in connection with collection. (2) Politically, 
it has secured the loyalty of the zamindars. (3) Socially, 
it has enabled the zamindars to act as the natural leaders 
of the ryots and to show their public spirit in a practical 
manner by helping the spread of education and sound ideas 
of sanitation, and in other ways. (4) Economically, it has 
secured agricultural enterprise and prosperity and a re-
sourceful peasantry, which has shown a remarkable power of 
1 
resistance in times of scarcity. 
The above arguments in favor of landlordism may seem 
very sound, but each one of them could be refuted very eas-
ily. Even the Devil can quote the Bible to meet his ends. 
That there is a good deal of agitation in the country 
against landlordism may be seen from the agrarian upris-
ings in different parts of the country. In so far as the 
landlords have failed to perform their legitimate function 
of acting as patrons of the peasantry, they stand condemned. 
They have not only exploited the poverty-stricken cultivators, 
but have acted as Fifth Columnists in the country, allying 
themselves with foreign rule and sneering at the activities 
or the patriotic people of the country. They have been 
weighed in the balance all these years, and have been found 
wanting. They are jealous of their rights and would be ready 
to stoop down to boot-licking so long as their interests are 
1. Jathar and Beri, op. cit., p. 450 
safeguarded. Inasmuch as a transition from the old to the 
new social order is necessary, the best way of effecting 
it is to overthrow completely the whole system of landlord-
ism. In the name of the peasantry, let us all hail the new 
order, a direct dealing between the State and the tiller of 
the soil. 
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When~ this major work is accomplished, all other re-
forms in connection with tenancy will be unnecessary or very 
trifling. In order to ensure against agricultural lands 
passing into the hands of the moneylenders and other non- · 
cultivating classes, there whould be proper safeguards like 
the Land Alienation Act of the Punjab. Subletting should 
be restricted by recognizing no other right in the land ex-
cept that of the actual cultivation of the soil. The State 
also should not enhance revenue if the productivity of the 
land has increased as a result of the improvements of the 
cultivator. In brief, the zamindari system of tenure should 
be replaced by peasant proprietorship with safeguards for 
transfer and subletting. This magic of peasant proprietor-
ship is capable of converting a barren desert into a beauti-
ful garden. It would not only bring prosperity to the peas-
ants concerned but also to the whole land. 
CHAPTER XVII 
TRADE 
Introduction. So far we have considered the various 
methods of reorganizing and reconstructing the important 
industries of the country. Mere efficiency, however, in 
the means and methods of production is not enough; there 
must also be effective means of distribution. Commodities, 
whether agricultural or manufactured, must find a consumer. 
There was a time when production was geared mainly not to 
the local demand but to the demand of the consumer in the 
distant market. Since the advent of the days of protection 
and high tariff walls, the policy of laissez-faire in for-
eign trade has been cast overboard and the producer is look-
ing forward more and more to meet the demands of the local 
market rather than the foreign market. India is singularly 
fortunate in this respect, since in her teeming population 
the producer can command a perpetual market for his commod-
ities. This does not mean, of course, that there is no open 
door for foreign markets. So far as regards India, which is 
principally an agricultural country, there will always be 
foreign trade. We shall therefore consider both the indig-
enous and the foreign markets for the products of India. 
Absence of Organized Market in India 
It should be admitted at the very commencement that 
the chief market for Indian goods will always be an internal 
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rather than an external one. As has been pointed out else-
where, there is already a decline both in the value and in 
the quantity of India's foreign trade. It is therefore 
necessary for India to have a systematic marketing organ-
ization. 
Hitherto India has had no marketing organization. 
The reasons for it are not far to seek. In the .first place, 
agriculture has been her dominant industry. 
11 The market of agricultural produce is a diffi-
cult problem in all countries because of the 
isolation of the peasant." 
Until very recently, even an economically progressive coun-
try like the United States of America did not have any suit-
able marketing organization of the farmers. It is conse-
quently not to be wondered at that India should not have 
such an organization. Second, the villages in India were 
self-sufficing units, where production and consumption went 
hand in hand. In non-ahricultural commodities, instead of 
production preceding the demand, as is the case today, it 
followed the demand; hence there was no need of marketing 
organization. But it is almost impossible today to get 
along without a proper system of marketing organization. 
What is Marketing Organization? The chief features 
of the organized markets are as follows: There is in the 
first place a systematic market survey which leads to a 
better understanding of present markets, through an analysis 
1. Mukerjee, R.K., Economic Problems of India, Vol. I, 
p. 294 
377 
of the actual consumers, their location, numerical strength, 
purchasing power, buying motives and likes and dislikes; 
second, there are local and centralized markets, the local 
markets collecting the goods from the producer and passing 
them on to the central market; third, there are great fund-
ing a gencies to finance the producer at one end and the con-
sumer at the other; fourth, at convenient centres there are 
warehouses to enable the producer to store his goods when 
he finds an unfavorable market - sometimes he can borrow 
money from the banks on the security of these warehouse 
receipts to finance his everyday needs; fifth, there are 
various kinds of statistical bureaus to keep the producer 
informed about the annual total output in the country of a 
certain product, its consumption, and the fluctuation in 
price; sixth, there are various institutions which special-
ize in sampling and grading the products; and finally, to 
prevent fraud and to facilitate quick transaction, there is 
a body of rules and re gulations which are to be observed by 
a ll kinds of dealers in the market. There are many other 
features like advertising agencies and such; but the most 
important ones have been enumerated. 
Importance of ~he Organized Markets for India. From 
the above description of organized markets, it is clear that 
such markets are very badly needed in India. Their intro-
duction would, first of all, wipe away the many abuses that 
are connected with the marketing of agricultural produce. 
"our case for the organization of the marketing 
methods is based on this supreme necessity of 
infusing confi~ence in the seller and integrity 
in the buyer." 
They will also widen the extent of the market for various 
goods, because the object of the market survey is not only 
to measure the present demand but also to tap the potential 
market. A rise in demand will serve to stimulate more pro-
duction. There is a still greater advantage to the organ-
ized markets which is seldom realized by the people. By 
encouraging dealings in the future, they stabilize the 
fluctuation in prices. 
"Thus in all agricultural countries besides the 
distributors' we find a class of traders who 
specialize in undertaking commercial risks and 
whose transactions are in accord with the season-
al and world movement of prices. 11 2 
Organized markets will also help to create many "white 
collar" jobs and thus serve to reduce the unemployment 
problem among the educated, one of the crying needs of the 
country. They are also capable of conferring benefits on 
the cultivator, by keeping him constantly in touch with the 
world trend of prices for his commodities, and by abolish-
ing the number of middlemen who intervene between him and 
the ultimate consumer, thus enabling him to get better 
prices for his products. This would not only help him to 
introduce improvements in his cultivation, but would enable 
him also to raise his standard of living. 
1. Dantwala, M.L., Marketing of Raw Cotton (Calcutta, etc. 
Longmans Green Co., Ltd., 1937) p. 254 
. 2. Mukerjee, R.K., op. cit., p. 311 
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Present Attempts to Establish Organized Markets. 
The Agricultural Commission had rightly emphasized the need 
of organized markets for agricultural produce and had recom-
1 
mended market surveys. But the provincial governments were 
not able to carry out the recommendations on account of fi-
nancial difficulties. The Government of India, on the other 
hand, in ~pite of its own financial stringency, felt strong-
ly impelled to take at ~east some step towards ' establishing 
organized markets. In 1934 it appointed the Agricultural 
Marketing Adviser to the Research Council. The work done 
by the central marketing staff falls into three main divi-
sions: (1) investigation, (2) development, and (3) grade 
standards. The work of investigation includes a series of 
marketing surveys with immediate reference to the more 1m-
portant commodities, such as cereals, oil seeds, fibres 
and fruits, and so on. The work of development keeps the 
producers and traders in touch with consumers' requirements. 
The work on grade standards is of a technical character -
testing of grading technique and equipment. The Agricultural 
Produce Grading and Marketing Act of 1937 was passed by the 
Central Legislature, and provided for the fixing of grade 
designations to indicate the quality of any scheduled art-
icle of agricultural produce. It defined standards of qual-
2 ity and specified grade designation marks. A further 
1. Agricultural Commission Report, pars. 347, 348 
2. Jathar and Beri, Indian Economics (Sixth Edition), Vol. I, 
p. 279 
development in the line of organized markets is a Market 
News Service through weekly broadcasts from the Delhi 
Station of the All India Radio. These broadcasts, in 
English and in various Indian languages, state prices re-
garding the chief agricultural commodities. 
Cooperative Sales Marketing. The cooperative 
Department long realized the present defects in agricul-
tural marketing and therefore made an effort to organize 
Cooperative Sales Societies. It has been chiefly active 
in the marketing of cotton. Cooperative cotton sale soci-
eties have been started in Bombay, the Central Provinces 
and the Punjab. The movement has so far achieved the most 
1 
considerable success in the Bombay Presidency. The 
Department is also trying several different types of organ-
izations: (1) Societies which pool their members' produce; 
(2) societies which or ganize periodical auction sales; (3) 
cooperative commission shops which provide storage so that 
the grower is not obliged to sell on an unfavorable day; 
and (4) cooperative ginning and sale of members' cotton by 
2 
seed unions. 
Reconstruction Program for Marketing 
The various efforts that have been made so far in 
relation to organized marketing are all on the right lines, 
but there is still a good deal to be done. The following 
1. See Annual Report on the Working of Cooperative 
Societies, Bombay (1936-37), par. 60 
2. Jathar and Beri, op. cit., p. 273 
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should receive our immediate consideration. 
Standardization of the Produce. On account of dif-
ferences in climatic and soil conditions, and also because 
of differences in agricultural practices and methods, there 
are ever so many varieties in produce ·of a given kind. 
Even cotton, which is grown mostly in Deccan, varies a 
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good deal in quantity and staple from one place to another. 
This is one of the greatest handicaps to establishing organ-
ized marketing. Mere difference in quality is not a great 
drawback, but when these differences shade into one another 
it is very difficult to maintain a standard output. To 
standardize, therefore, our a gricultural produce it is nee-
essary to standardize our agricultural methods and practices, 
and hence wherever there are similar climatic and soil con-
ditions it is good to encourage the same kind of cultivation. 
Financing Agencies. Standardization of agricultural 
practices and methods is only one of the numerous steps to-
wards organized marketing. The next step is to establish 
proper financial institutions to mobilize agricultural pro-
duce from field to market. Unfortunately, not much atten-
tion has been paid so far to this phase of marketing oper-
ations. 
"The financial organization in any efficient system 
of marketing should secure to the farmer at least 
some return for his produce as soon as it is har-
vested, in order to free him from the seasonal debt 
which he invariably incurs. At the time of harvest 
his monetary stringency is the highest, a long 
time having elapsed since he realized cash on 
his previous harvest. At the same time the 
produce cannot be sold as rapidly as it is1har-vested, for that would depress the price." 
The commercial banks have so far taken an active part in 
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supplying short-term capital for industrial and non-agri-
cultural commercial purposes. They would run no great risk 
if they were to finance agricultural marketing also on the 
security of the warehouse receipts of the agricultural com-
modities. This, apart from helping the agricultural market-
ing, will also serve to widen the activities of commercial 
banking. 
Improvements in Means of Transport. This subject 
will be discussed at length in the next chapter. But it 
is important to emphasize here that it is a necessary pre-
liminary to organized marketing, of both agricultural and 
non-agricultural produce. 
Advertising. Advertising is still in its infancy in 
India. In America, billions of dollars are spent every 
year on advertising. If large-scale industrial enterprise 
is to be successful in India, it is very essential that 
there be countrywide advertising agencies, The chier rune-
tion of advertising is to create a new want, to educate the 
consumer with regard to the use of a commodity, and to coerce 
him to make more efforts so as to satisfy these new wants. 
In India advertising is necessary, not so much to push the 
1. Dantwala, M.L., op. cit., p. 62 
sales of competing commodities as to enlighten the con-
sumer about the use of new commodities. 
Warehousing. There are many useful services ren-
dered by a warehouse, but the two most important ones may 
be mentioned here: first, to prevent the producer from 
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selling his goods at the market if he finds that the prices 
are too low; second, to serve as security for financing the 
marketing of the goods. On the strength of the warehouse 
receipts, it should be possible for the producer to obtain 
capital to meet his most urgent needs. It is for this 
reason that suitable warehouses which are to house both 
agricultural as well as non-agricultural commodities should 
be established in different parts of the country. 
Cooperative Sales Societies. Experiments in cooper-
ative markets in some western countries have convincingly 
demonstrated that the performance of marketing services by 
organizations of the farmers t hemselves has the double ad-
vantage of securing cheaper living for the customer and 
1 higher prices for the producer. Cooperative marketing, 
therefore, has a much greater message for a country like 
India, where the holdings of t h e farmers are so small and 
~he produce so limited. It is more difficult as well as 
more expensive to sell any commodity in small lots, and 
any isolated farmer is bound to be at a disadvant age in 
dealing with a big merchant, due to their obvious unequa l 
l. Ibid., p. 63 
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bargaining powers; again, the smaller the amount of prod-
uce for sale, the larger will be the number of hands through 
which it will pass; which if not unproductive is surely un-
economic. For these reasons cooperative marketing is a 
great need of India. It is necessary to remember in this 
connection that what the cooperative enterprise seeks to do 
is not to bring about the elimination of the function of 
the middleman, but to cut his profit. It is an attempt to 
substitute a profit-seeking private enterprise for an asso-
ciation of farmers working on a non-profit basis. Hither-
to, in India all energy of the Cooperative Department has 
been expended in organizing credit societies, and very 
little has been done for non-credit societies. It would, 
therefore, be wise if, in the future, the Cooperative 
Department spends its energies in organizing non-credit 
societies, especially Sales Societies. 
· Marketing of Non-Agricul t ural Goods. All the recom-
mendations that have been made in re gard to agricultural 
goods hold also for non-agricul tural commodities. Organ-
ized markets are more important for marketing manufactured 
goods than agricultural goods. As the distance between the 
producer and consumer increases the function of marketing 
acquires added importance, and h ence there must be an organ-
ized market for non-agricultural goods also in India. The 
demand for manufactured commodities can be gauged from the 
number of manufactured commodities imported into India. 
This demand is likely to increase as the purchasing power 
of the people rises in the country. 
External Market 
At present, India has a visible balance of trade in 
her favor. This trade consists chiefly of raw materials 
and foodstuffs. It is not very likely that the balance of 
trade is going to be larger in time to come, for most of 
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the raw materials which are exported to foreign countries 
will be consumed more and more in the indigenous industries. 
Nor is the prospect of exporting manufactured commodities 
to foreign countries great; because, in the first place, 
most of the countries of the world are systematically fol-
lowing a policy of industrialization; second, to start with, 
it would not be easy for ~ndia to produce commodities as 
cheap as those countries which are industrially very much 
advanced, and hence India will not be able to compete with 
them. 
The Development of Trans-Frontier Trade. Though 
India is handicapped in competing with western countries in 
most of the major markets of the world, she has considerable 
advantage in developing the trans-frontier trade with coun-
tries like Afghanistan, Persia, Iraq, Ir~ and so on. 
These countries are already consuming a good deal of Indian-
made goods; and, moreover, she has developed entrepot trade 
with these countries. It is also difficult for western 
countries to trade with these countries not only because 
of poor means of communication but also because of the 
small amount of commerce; hence India will be greatly 
benefited by developing this trade. 
Foreign Markets for Raw Materials and Foodstuffs. 
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Today India exports most of her goods to the United Kingdom, 
Japan, the United States of America and Germany, The chief 
exports are jute, cotton, tea and seeds. There are no trade 
agreements of any kind between Germany and the United States 
of America, with the abrogation of the Ottawa agreement, not 
even with the United Kingdom; and that with Japan is due to 
expire in 1942. 
Importance of Trade Agreements to India 
With the exception of jute, India has no monopoly of 
any kind in her export trade. The fact that she is a pro-
ducer of raw material and foodstuffs may place her in an 
advantageous position in concluding various kinds of trade 
treaties. But to think that customers will come to her 
door and court her trade means living in an illusionary 
world. For cotton, which is her principal export, has to 
meet the competition of the United States, Egypt and 
Argentina in ·the world market. Even tea and coffee, Which 
are considered semi-monopolies, have to compete with China 
and Brazil. Moreover, taking into consideration present 
products like cotton, wheat or rice, they are no longer 
superior to the goods of other countries; on the other hand, 
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they are definitely inferior. The Indo-Japanese Trade 
Agreement had to be effected much to the detriment of the 
indigenous cotton industries. It is for these reasons that 
India should definitely adopt some policy of trade agree-
ment. 
The Present Policy Considered. When the Ottawa Pact 
was concluded, the economists in India declared that the 
marriage was brought about in haste. 1 Now, when it is ab-
rogated, as a result of the debate in the Assembly, some 
economists think that it was valuable and should not have 
been terminated. 
"Now that the Legislative Assembly has sealed the 
fate of the Ottawa Agreement, it may appear that 
in going into such a detailed discussion of the 
subject we have merely flogged a dead horse. 
While even a post mortem scrutiny of this kind 
has its uses, it should be clear on deeper re-
flection that it may still be possible to renew 
the Agreement, given the necessary good will and, 
above all, the will to understffOd things in a 
truly scientific perspective." 
Again, the Assembly has resolved to conclude bi-
lateral trade agreements and to make agreements with a num-
ber of foreign countries, including the United Kingdom. It 
should be remembered here that a bilateral agreement is 
chiefly in the nature of a clearing agreement, which does 
not merely secure a mutual reduction of duties but aims at 
equalizing imports and exports. India's foreign trade, on 
the other hand, with most of the foreign countries, shows 
1. Economics Journal, Delhi Session, January 1933 
2. Mukerjee, R.K., op. cit., p. -395 
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always a favorable balance. The result of bilateral agree-
ment will be to wipe off the favorable balance. India is a 
debtor country, and such a favorable balance of trade is of 
the utmost importance to meet her external obligations. 
Another vital argument against bilateral agreements is that 
it would be impossible to enter into them without abandon-
ing the most-favored-nation clause. 
The Future Trade Agreements. Whether India will re-
main a part of the British Empire only posterity can tell. 
In the meanwhile the importance of Imperial Preference is 
great to India. Therefore, agreements of the kind that were 
concluded in the past will go a long way toward developing 
the trade and commerce of the country. But it is necessary 
to emphasize here that while it :t s udesirable to enter into 
trade agreements with the countries of the British Empire, 
it is unwise to evoke the wrath of non-empire countries • 
. This can be done better by reducing the inter-Imperial 
tariffs than by an increase of tariffs against foreign 
goods. 
CHAPTER XVIII 
TRANSPORT 
Importance of Transport. An essential preliminary 
or a co-factor in the development of industry, trade or 
commerce is the means of communication and transport. It 
is the exception rather than the rule to find all the re-
quirements for the establishment of an industry in any one 
place. Sometimes it becomes necessary to import raw mater-
ials - mineral or agricultural - from distant places; labor 
too has to be mobilized; machinery has to be transported. 
For all these reasons quick and cheap means of communica-
tion are necessary. As a matter of fact, it is paradoxical 
that the means of transport, instead of shortening the dis-
tance, often increase it. Transport plays an important 
part not only in the development of industry, but eminently 
so in trade and commerce. The finished product reaches the 
hands of the consumer by conveyance. In the economic devel-
opment of India, adequate means of communication and trans-
port are of the utmost importance. 
Inadequacy of Present Transportation. Though India 
ranks third in the world construction of railways and has 
built a number of good roads throughout the country, when 
we take into consideration her extent and the possibilities 
of economic development, present means of transport and 
communication are far from being adequate. The following 
comparison with railways1 in other countries will be in-
teresting. 
Mileage open 
per 100,000 of the population 
Canada 465 Belgium 
Argentina 263 Germany 
New Zealand 239 United Kingdom 
U.S.A. 224 . Japan 
Union of South Africa 164 India 
France 70 
Mileage open 
per 1,000 sq. miles of territory 
Belgium 396 New Zealand 
Germany 196 Union of South 
Africa 
United Kingdom 195 India 
France 130 Argentina 
U.S . A. 70 Canada 
Japan 32 
62 
60 
50 
15 
11 
30 
24 
20 
19 
11 
Judged by either standard, India is poorly provided 
with railways. So far as the roads are concerned, they 
are not only poor but unscientifically constructed, nearly 
48 per cent of the railways having metalled roads parallel 
2 
to them and within ten miles. In other words, nearly 50 
1. Iyer, Indian Railways (London, H. Milford, Oxford 
University Press, 1925), p. 29 
2. Mitchell-Kirkness, Report, 1933, p. 17 
per cent of the roads constructed serve merely in duplica-
tion of the railways and hence do not fulfill the purpose 
of supplying additional means of communication. 
A further point to be considered in the construction 
of railways is the objective: are they built to serve the 
political, the economic, or the strategic needs of the 
country? Railways in India so far have been mainly con-
structed with a view to serve the export and import trade 
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of the country and to control military strategic positions. 
One reason why the greater number of large-scale industries 
are situated in port city areas is because it is only from 
there they can easily command raw materials, since the im-
portant railways converge at these points. Industries 
which are established in places like Nagpur are at a com-
parative disadvantage, owing to lack of means of transport. 
Thus, taking into consideration the industrial needs of the 
country, we might say that more railway mileage is needed 
to tap the industrial resources of the country. In future 
a main consideration in the construction of railways should 
be industrial needs - the possibility of feeding the factor-
ies with raw materli.als and labor, and distributing their fin-
ished goods. 
The Importance of the Development of Roads. Although 
a few more branch railways are necessary to develop the in-
dustrial resources of the country, the imperative need of 
India is the construction of good roads because, in the 
first place, there are hardly any metalled roads in the 
rural areas. For want of good roads, traffic not only 
moves very slowly but is subject to many risks. For in-
stance, while cotton is on its way to market, a good deal 
of · it might be ruined by untimely rain. Second, there are 
not so many traffic centres in India as there are in west-
ern countries. This is due to the fact that India is mainly 
rural, and it is only in the urban areas that traffic centres 
sprout up quickly. This fact helps considerably in the devel-
opment of motor truck transport, because motor trucks can 
collect goods from neighboring areas and take them to rail-
way centres. This would not only prevent the unhealthy de-
velopment of railroad competition but also save the railways 
'the trouble and inconvenience of collecting less than car-
load goods from different centres and shipping them on to 
their destination. Third, the cost of constructing roads 
is much less than that of railways, and the materials nec-
essary for their construction are found abundantly . in India. 
~·inally, road transport gives a greater scope for individual 
enterprise than railways. For these reasons the Government 
should spare no pains to explore the possibilities of good 
concrete roads throughout the length and breadth of the 
country. 
Water Transport. The chief problem of water trans-
port is not so much the organization and the development of 
inland water transport as of coastwise and marine transport. 
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'!'here was a time when people believed canal transport to 
be much cheaper and more convenient than land transport. 
But now it has been proved beyond doubt that water trans-
port has certain distinct disadvantages. In the first 
place, it follows a certain course not determined by bus-
iness conditions but by the freaks of nature. Second, it 
moves very slowly. Third, it entails too heavy expenditure 
to the government to keep waterways in shape and for use. 
Thus there are not many advantages to India so far as the 
development of canal or river navigation is concerned. On 
the other hand, India has a vast seacoast and quite a num-
ber of large-sized harbors. Coastal shipping today is in 
the h ands of foreigners. Our first objective, therefore, 
should be to wrest this enormous profit-yielding business 
from strangers and give it to Indians. The few Indian 
coastal shipping companies that are operating in the coun-
try today lack patronage. Foreign manufacturers in India 
have been sending their goods to foreign shipping a gencies. 
This ought to be stopped. Admitting that the two companies 
are equally efficient in operation, the preference should 
be given to Indian agencies. Coastal shipping should be 
considered an apprenticeship to the gr eater task of develop-
ing the merchant marine, so that in future the foreign trade 
of the country may be carried in the Indian bottoms rather 
than in those of foreign countries. The necessary raw 
material for the building of ships, chiefly a good quality 
of wood, is to be found in abundance in India. 
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The Future of Railways. The present problem of rail-
ways is not one of extension but one of reorganization; the 
optimum of railway construction in India has already been 
reached, as the different sections of the country are inter-
sected with railways. It is the co8rdination of railways 
with other means of transport and their efficient manage-
ment that is most important. Since the advent of the motor 
bus and truck traffic, the importance of railways as short-
distance carriers has considerably diminished. The super-
iority of a country in facility of means of communication 
and transportation should no longer be judged from the mile-
age of railways for a given square mile or per unit of popu-
lation in the country; it is the sum total of all .the means 
of transport and their proper co8rdination to one another 
that is the true test of their adequacy. In spite of the 
economies and improvements effected in American railways, 
many of them are on the point of liquidation; it is owing 
to the fact that the role of motor and truck as short-dis-
tance carriers has increased, and they have taken away traf-
fic from the railways. India can learn a valuable lesson 
from this - in the future she should devote attention to 
the reorganization and efficient management of railways 
rather than to their extension. She will thus conserve a 
considerable amount of capital which otherwise would be 
spent uselessly in the construction of railways. 
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What, then, are some of the problems of reorganiza-
tion? First and foremost is the problem of rates. It is 
not necessary here to restate the problema concerning rates, 
since they have been already discussed at length elsewhere. 
From the study of these problems one important fact stands 
out boldly - it is the need of a central organization. The 
Government of India Act of 1935 has suggested a Federal 
Railway Authority composed of seven members, which is a 
step in the right direction; it would be better if the num-
ber were slightly increased, so that there might be a member 
from each province in the country. This central body would 
then immediately take up the problem of establishing through 
rates, scientific planning and classification of freights, 
and cases of undue preference and discrimination. 
Another problem of reorganization is that of the 
amalgamation of different systems of railways. This is im-
portant both from the point of view of efficiency in the 
management of railways and also from the aspect of economy. 
Since most of the railways are now owned by the State, the 
problem of amalgamation is a comparatively easy one. 
Efficiency in the management of railways is also 
very necessary in India today; this need would become all 
the more great with the rapid development of industries 
and commerce. There are several railways in India where 
the speed is low, not more than fifteen miles per hour; 
there are others which never run on scheduled time; the 
number of ticketless travelers in the country is great; 
the machinery used is old and hackneyed; electricity is 
seldom used. These defects can easily be removed. There 
is great scope in India for the development of hydro-
electricity, the success of which depends upon its use in 
the railways. The Great Indian Peninsula Railway has al-
ready started using electricity; it remains for the others 
to follow suit. 
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Railways ~ ~ Means of Subsidizing Industry. In the 
development of industry, railways have an important role to 
play, not only indirectly as a means of bringing the dif-
ferent requirements of production to gether, but also di-
rectly. This c a n be done by giving special concessions to 
industries in bringing the various raw ma terials to gether. 
For example, it may not be profitable for the railways to 
ship coa l to certain industria l centres, but just to g ive 
a stimulus to industrial development they should carry the 
coal. They can also give concessions to industries in the 
distribution of goods. Here, a gain, the problem is compar-
atively simple, as the railways in India are owned by the 
State. But the question of deciding which industry will 
be subsidized ought not to be left to individual railways. 
It should be on the basis of the recommendation of the 
Central Assembly or any other competent body, such as the 
Tariff Board appointed by the Central Assembly. 
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Air Transport. The importance of air transport is 
increasing in all parts of the world. In the United States 
of America the government has made a special endeavor to 
encourage countrywide air transport; the industry is re-
ceiving a special subsidy through the patronage of the 
postal department. That there is a great future for air 
transport in India, too, is evidenced by the increased 
activity of recent years, which activity is likely to in-
crease as the industrial and commercial progress of the 
country accelerates. However, there seems to be a great 
handicap in the development of air transport. One of the 
requisites of air transport is oil; unfortunately, Indian 
resources of oil are very meagre. Still, it ought not to 
remain a great obstacle, since geological surveys may re-
veal untried possibilities. Moreover, in the future, 
India, instead of importing manufactured commodities, may 
import oil. The South American countries can export their 
abundant supply of oil in return for Indian manganese and 
other raw materials. It is the desire of some people to 
bring air transport under the same supervision as other 
means of transport. This may be a desirable . thing to do 
in the future, because it makes for the effective coBrdina-
tion of different means of transport. But at present, since 
the industry is still in its infancy, it needs undivided 
attention; hence for the time being, it is better to place 
it under a separate department. 
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Co8rdination of the Means ?f Transport. The effi-
ciency with which the various means of transport serve the 
industrial needs of the count ry depends not alone on their 
mana gement but also on their proper co8rdination. In or-
ganizing a Central Transport Advisory Council, one of the 
long-felt needs in the realm of transportation has been 
fulfilled. This body can help out greatly in t h e forma-
tion of an All-India policy of transport development. 
The success of the policy laid down by this Council will 
depend upon the support and cooperation received from the 
various provinces. 
Transportation has been described as the circulatory 
system of a country's activities; the foundation of com-
merce, of social well-being and of the development of 
1 
thought. Of no land is this more true than of India. 
As a result of the construction of means of transport, 
trade has developed and time-worn practices and prejudices 
have been overcome. There still remains great scope for 
development and it is expected that with the inauguration 
of a new policy of planning in transport, and the substitu-
tion of co6rdination instead of competitive and haphazard 
development, great advances will be achieved and consider-
able economy effected for the good of the community at large. 
1. Silver Jubilee Supplement to The Statesman, d a ted May 5, 
1935, p. 47 
CONCLUSION 
CONCLUSION 
A biased mind with preconceived views is inimical 
to social progress; it scans the field through a crevice, 
and its vision is consequently narrow and limited; it has 
no place whatsoever in a science which treats wealth in 
relation to the well-being of mankind. Economic problems 
must be approached from different angles. It is compara-
tively easy to invoke a millennium to portray an economic 
life where all human wants are completely satisfied, and 
to demonstrate to the people that the country in which 
they are living can be a land flowing with milk and honey 
if only human nature is changed or a political revolution 
is brought about. 
But "there is much virtue in 'if'." Human nature 
cannot be changed in a day, nor a political revolution 
brought about without bloodshed or upheaval. It is pos-
sible to abolish a particular social or political insti-
tution like child marriage or the zamindari system by act 
of the legislature without disturbing considerably the peace 
and tranquillity of the country; but when change is applied 
en masse to all the institutions o£ a country, it is bound 
to arouse opposition or antagonism among the people. It 
is not because the measures in themselves may be undesir-
able, but because the human mind has not yet been cultivated 
and educated to the point where it can appreciate and welcome 
changes. Therefore, the method of education and propaganda, 
although slow in achieving its objectives, is to be pre-
ferred to radical methods. 
Throughout this dissertation I have tried strictly 
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to guard against considering the economic conditions of 
India from merely one point of view. It is for this reason 
that I have devoted special chapters to the study of present 
economic conditions, natural and social environment, and 
economic history. Wherever a controversial subject has 
arisen, I have presented both points of view. In the second 
place, I have totally refrained from suggesting any complete 
political or social revolution. No doubt, to adopt the re-
construction plan that I have suggested there has to be some 
kind of reorganization. For example, the adoption of con-
solidation of holdings by legislative measure is desirable 
to Lmprove the economic condition of the cultivator. But 
these changes need not necessarily lead to any kind of po-
litical or social revolution. 
We may sum up our conclusions regarding the plan of 
economic reconstruction as follows: The present poverty 
of the people is due to their excessive dependence upon 
the soil and to their inefficient methods of production. 
To reduce the pressure of population on the soil and 
to promote better methods of production there is need for 
diversification of industries. A survey on the natural 
environment of the country goes to show that most of the 
raw materials necessary for the establishment of different 
kinds of industries are present in the country. There is 
also considerable labor supply, and by means of technical 
schools and colleges the supply of skilled labor can be 
immensely increased. As for capital, India for some time 
to come must depend upon forei gn capital. There is at 
present a dearth of captains of industry, but there is 
great possibility of using the present educated unemployed 
in various kinds of industries. 
Wherever feasible this development of industries 
should ,be on a large scale rather than on a small scale. 
Large-scale production must not be of the centralized type, 
as in the west, but should be decentralized. The estab-
lishment of large-scale production need not eliminate the 
existence of cottage industries; for that reason, in cer-
tain fields, especially in works of art like embroidery, 
cottage production should be encouraged. 
"In America, in 1900, the total number of hand 
trade establishments amounted to 42.1 per cent 
of all establishments, employing 10.5 per cent 
of the total wage earners (no hand workers were 
enumerated other than those working in a shop); 
in 1910, no less than 61 per cent of all estab-
lishments reported employed1fewer than six wage earners per establishment. '1 
Taking into consideration the social and political 
conditions of the country, neither ~ascism nor Communism 
is desirable as a means of economic reconstruction. State-
controlled capitalism (not Socialism) is better suited to 
the country. 
Industrial progress is insolubly connected with agri-
cultural prosperity. The present zamindari system should 
1. Mukerjee, R.K., Ground work of Economics, p. 196 
40:2 
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be abolished and peasant proprietorship should be insti-
tuted. To consolidate small holdings, legislative measures 
should be adopted. Some of the agricultural methods and 
practices should be revolutionized. 
Finally, there cannot be much economic progress un-
less there are proper distributing agencies like markets 
and means of transport. For markets India has to depend 
on indigenous markets rather than on foreign, and hence 
there should be organized markets in the country. The 
future of transport depends on the construction of more 
feeder roads rather than on the extension of railways. 
The latter can serve the interests of the country better 
by scientific organization and co8rdination with other 
means of transport. 
To conclude, may I say that to whatever extent this 
or any other scheme of economic reconstruction will be a 
success depends not only on the validity of the plan it-
self but on the cooperation and good-will of all those 
who are interested in bringing about reconstruction. 
Economic reconstruction of a country like India is a her-
culean task; government can do a good deal to ameliorate 
the poverty of the people and to promote better and m.ore 
efficient methods of production, but if the people are not 
heart and soul with the policy of the Government it is 
nothing but love's labor lost. 
GLOSSARY 
abv,Tab - gift made annually by the cultivator to the landlord. 
babul tree - gum yielding tree. 
chamar - leather worker. 
crore - ten million. 
dhabi - washerman. 
dirham - a coin formerly used in Persia and India, equivalent 
to about a dollar today. 
ekka - a form of conveyance dravvn by horse. 
gur - unpurified sugar. 
jawar - the great millet. 
karta - head of the joint family. 
l~tcha - lit. unripened. Imperfect. 
lakh - one hundred thousand. 
manc1i - market. 
mathot - gift made annually by the cultivator to the landlord. 
nariel - cocoanut. 
panch- member of the . village council. 
nanchayat - village council. 
pate~ - headman of the village. 
pulse - the edible seeds of various leguminous crops as peas, 
beans, etc. 
purdah - lit. curtain. The custom of secluding women. 
rajah - a native prince. 
Ramayan - a book of Hindu mythology. 
Ravana - one of the kings of Ceylon in the Vedic Period. 
rupee - Indian coin equal to 33¢. 
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ryot - cultivator. 
ryotwari - the land revenue system in which the cultivator 
pays rent direct to the State. 
s ardha - ritual performed at the death of a person. 
stridhan- woman's wealth. 
takavi - government loan h1ade to the cultivator. 
tanka - token coin. 
t onga - a form of conveyance drmvn by horse. 
zamindari - landlordism. 
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Among the progressive countries of the world, India is ¢e most poverty-
stricken. And yet India is a country rich in natural resources, capable of 
supplying all the necessary raw materials for various kinds of manufacture. 
Neither is she lacking in manpower nor in potential supply of capital. What, 
then, is the cause for her economic backwardness? 
First and foremost is the excessive dependence of India on agriculture; 
nearly 73 per cent. of the population being dependent on the soil. In spite 
of the development of joint stock enterprises in the country, large-scale in-
dustries are comparatively few and they maintain barely ten per cent. of the 
people. Social and religious traditions and prejudices have also contributed 
their share to the prevailing poverty among the masses. From time immemorial 
it has been the privilege of the few well-to-do aristocratic families to enjoy 
all the comforts and luxuries of life and to hold the masses in perpetual 
poverty. The religious injunction that the material comforts of life keep one 
away from God and that the less one has in this life the more he will have 
in the after-life, has constrained the people to be content with the satisfaction 
of a few wants. In addition to all these, the tropical climate of the country 
makes possible the minimum need for clothing and shelter, and so contributes 
to a disinclination for work. Finally, the one-sided economic development 
sponsored by the British Government whereby India has become a raw ma-
terial exporting and manufactured-goods importing country is another vital 
reason for economic poverty. 
In recent years efforts have been made for the abolition of poverty. Espe-
cially have energies been directed to improving agricultural methods and 
practices: canals have been constructed, various kinds of agricultural · financing 
agencies have been started, experimental farms have been established in dif-
ferent rural centres, and so on. But so long as the excessive dependence of 
the population on the soil is not reduced, much relief cannot be obtained. 
Similarly, those who aTe interested in large-scale production have done 
a good deal toward ameliorating the condition of the labourers and in exploring 
the possibilities of new enterprises. Another group of people, apprehending 
the evils of large-scale production, have emphasised the importance of cottag-:: 
industries and have directed their energies towa:rd reviving them. 
However meritorious and well intentioned these schemes may be, they 
all lack a co-ordinated approach. None of these efforts singly can bring the 
much-needed relief to the country. All have to be viewed in their different 
perspectives, but with a common objective. Unless there is a co-ordinated 
approach to the problem of poverty, these different schemes ~ay counteract 
one another. For example, to improve the condition of the cottage produccr 
it may be desirable to lessen or even to abolish the duty on imported yarn, 
which, in turn, might prove harmful to large-scale cotton production. Further-
more, economic reconstruction plans, in order to be fruitful, should take into 
consideration the historical and social background. 
In spite of the strong national movement, there are in India communal 
differences which have acted as barriers to the realisation of the freedom of 
the country. A motive force which has blended the different national, racial 
and religious groups into one nation in the United States of America is in-
dustry and commerce. In the cosmopolitan world of industry and commerce 
there is neither Jew nor Gentile; all have equal rights and privileges. But in 
India the communal differences cannot effectively be bridged unless all the 
parties concerned develop a common purpose. The high ideal of freedom has 
not allured the different communities to iron out their differences and work 
in unison. If the rioting communities in India were directed to spend their 
force in the industrial and commercial development of the country, they would 
not only improve their economic status but would have a unity of ·purpose-
increasing the individual and national wealth of the country. 
Thus a comprehensive economic plan, the objective of which is the 
abolition of poverty is to be carefully thought out. In my plan of economic 
reconstruction, there is a definite scheme for lessening the pressure of popula-
tion on the soil by establishing large-scale industries; these industries need not 
be concentrated but should preferably be decehtralised. Until such time as 
the Indians develop their investing habits, the capital for the promotion of 
these industries should be invited from abroad both indirectly, by allowing th;! 
foreigners to buy securities in the Indian companies, and directly by permitting 
the foreign companies to start industries in the country on a definite agree-
ment. That large-scale production does not completely eliminate the existence 
of small industries can be seen from the study of a few highly industrialised 
countries like England and the U . S. A. We may conclude that in India, too, 
the cottage industries need not completely be eliminated. Their special place 
should be realised, especially in the realms of art and handicraft. 
But more important than the plan itself are the methods and policies to 
be adopted in order to effect its operation. The prevailing systems of the 
economic order in the Western countries may be broadly classified under three 
heads-Capitalism, Communism and Fascism. Which one of these systems 
will best fit India is a point worth considering. Both Communism and Fascism 
have brought about an economic revolution for the better in the countries in 
which they have been adopted; but unfortunately, coercion has been their 
chief weapon. In adopting one of these methods, considerable good might be 
accomplished; but will a country which has all along practised non-violence as 
its creed ever appreciate the economic benefits of force? Capitalism in its 
present form has brought about class antagonism. India has had enough of 
this. Gandhism, which believes in 'village industries and considers large-scale 
production a poison, is ill-suited to modern conditions. -It is, therefore, neces-
sary to adopt a plan where, under the direction of the State, free individual 
enterprise is carried on in the cow1try without effecting a considerable dis-
parity in the wealth distribution. 
Briefly, my plan of economic reconstruction can be stated as follows: 
The development of large-scale industries of various kinds so as to reduce the 
pressure of population on the soil; the rebuilding of the agricultural industry 
so that there may be larger production; the encouragement of cotton industries 
wherever it is necessary; an extensive development of means of communication 
and transportation; a greater emphasis on the widening of internal markets; a 
more comprehensive financial organization; and finally, an increased share of 
the activity of the Indians in foreign trade and commerce and in shipping. This 
development would be under the control of a government commission whose 
function it would be to develop a plan which would protect the Indian people 
and at the same time attract foreign capital. Here is the crux of the whole 
reconstruction plan. 
When this plan and method are applied to the different phases of eco-
nomic life there will be increased production of wealth not only in manu-
facture but also in agriculture. Both for production of wealth and its 
distribution means of communication and transport are essential adjuncts. In 
India today there is more need for development of roads than of railways; there 
is also need for co-ordinating the various means of transport. The economic 
progress of the country also envisages the necessity for more markets. Although 
international trade is necessary for the satisfaction of many wants, the internal 
market will be the most important for the country. For the successful carrying 
out of all these diff.erent aspects of the plan there must be a spirit of 
cooperation between the people and the government. 
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